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A Dollar’s Worth of Gas, please... 


(and a Dollar’s Worth of Service) 


--- AND HE GETS IT WITH A SMILE 





Ge the service roll. This cus- 
tomer wants them all—air, 
water, windshield (don’t forget the 
battery) rest room, road maps, an 
opinion on the weather, the use of 
a few tools. And he gets it with a 
smile because the modern service 
station is typical of American busi- 
ness enterprise, justifying a slight 
profit by providing convenience, 
speed, and the reliable products 
which go along with friendly ser- 
vice. It’s a typical American insti- 
tution, like nothing else in the 
world, yet part of the profit system, 
independent and vigorous. 


When the local service station, re- 
pair shop, garage, or automotive 
dealer buys insurance from the ex- 
perienced agent or broker of a stock 
insurance company, he does not say, 
**$50 worth of insurance, please.” 


He asks for and gets the advice and 


full service of an expert purchasing 
agent in the complex insurance 
field, like himself an expert middle- 
man. No worries about uncovered 
risks that might wreck a business. 


* * * 


Because we believe so thoroughly 
in the services of an expert middle- 
man whether service station, expert 
repair service, or automotive dealer, 
we refuse to accept business direct 
because it is not in the interest of 
the Company or the assured to do 
so. When you buy National Surety 
Fidelity Bonds, Surety Bonds, Bur- 
glary or Forgery Insurance through 
your local insurance agent or 
broker, you deal with a customer 
and friend who is a fellow member 
and supporter of the American 
Business System. 





@ This is a reprint of 
an advertisement of a 
stock-insurance com- 
pany directed to the 
independent business 
men in the automo- 
tive service field in 
your city. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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Several Hundred NACM Members ‘Who Sent Pre-Publication Orders for AMER- 
ICA’S BALANCE SHEET and Received the First Copies Off the Press Are Enthus- 
iastic in What They Say About This New Book by Our Executive Manager: 


“Your fine book, America’s Balance Sheet, : 
arrived yesterday and I spent two very pleasant hours | 
last night looking it over. It certainly is exceedingly | 
interesting and instructive. The second copy doubt- | 


less will be coming along soon.” 


“My autographed copy of ‘America’s Balance : 
Sheet’ just reached me this morning. I am delighted | 
I was certain that this effort on your part | 
would be tremendously worthwhile, but I am pleased | 
to state that it exceeds my expectations. I sincerely | 
hope that this book will be read by a large majority | 


' volume, chock full of stimulating 


of our membership and the public generally, and | thoughts on various 


that you will find it necessary to have more than one | gconomics as applied to the every- 
| day jobs of working executives. 
“THE BOOK came Saturday, and to say that I | 
I am |; 
I took it home Saturday evening | 
and the boys immediately took it away from me and | 
started reading it and I haven’t had a chance at it at | 
all, but you can rest assured that it will always be one | 


with it. 


reprint.” 


am pleased with it is putting it very mildly. 
delighted with it. 


of my prize possessions.” 


“This book is certainly well compiled and is | 
It would have been just too | 
bad to have had all these splendid writings of yours | 
not put into book form so that the business world | 
might have the benefit of your wise and helpful counsel | 


a great credit to you. 


and advice.” 


If You Would Like to Look Over a Copy of Mr. Heimann’s New Book and Determine 
for Yourself if You Would Like to Have it for Your Business Library, Just Fill in the Coupon 


Below and Mail it Today: 


Publications Department, 
National Association of Credit Men, 
One Park Avenue, New York City 


Please send me a copy of Henry Heimann’s new book ‘America’s Balance Sheet’’ 
I will pay your invoice for $3.00 or return the book. 


on five days approval. 
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THESE LETTERS GIVE HIGH PRAISE 
TO HENRY HEIMANN’S NEW BOOK 


: in the effort to ride out the storm.” 


A SYLLABUS OF 
ECONOMIC THOUGHT 


A Businessman Discusses 
Some of the Problems of 
Credit, Commerce, Gov- 
ernment, Industry, Bank- 
ing, Labor, Finance, Agri- 
culture, People. 


An Attractively Bound 368 page 


phases of 


Business and financial 
editors in many sections 
of the country cite Henry 
Heimann’s statements on 
credit and financial sub- 
jects. One editor in com- 
menting on one of these 
statements, said, 


“The tragedy is that we have too 


few Heimanns and too many Tug- 
wells who have the pilot’s ear 
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Lest We Forget 


Grim reminders of the late World War meet us in our 
- daily life but sometimes it appears we are not fully con- 
“ scious of the consequences of that war. It cannot be denied 
that, basically, most of the world’s problems are attributable 
to that great conflict. 


There has been no really sound sustained recovery since the 
war. For a time after peace had been declared, it appeared 
the world might be making progress, but the trade recovery 
that occurred resulted from unsound credit. Europe borrowed 
heavily in those years. Today Europe is still owing heavily 
and in many instances defaulting on its credit obligation. 


In the twenties, we seemed to prosper in this country. But: 
that recovery was largely based upon unsound domestic credit 
inflation. 


The serious consequences of the past world conflict include 
a break-down of sound monetary policies, an almost total ab- 
sence of a reliable international medium of exchange, faulty 
distribution of gold, resort to barter practices and expedient 
bilateral pacts, as well as an unsound moral attitude towards 
debt. Little wonder the world is in an economic maelstrom. 


Add to these world-wide problems certain unsound domestic 
policies and you have the serious situation that now confronts 
us. | 


If we kept ever before us the fact that a conflict such as the 
World War destroyed values which it will take perhaps half 
a century of work to recreate, produced mental and moral 
shocks which only time can cure, our approach to a contempo- 
rary recovery might be more realistic. We might think less 
of magical, rabbit-out-of-the-hat ways of recovery, more of the 
previously tried and proven means, realizing that our fall 
from the pre-war prosperity levels was not due to an economic 
system that withstood the test of the years, but rather to the 
fact that no economic program can — a conflict so 
destructive as the late World War. 


Exccutive Manager, N.A.C.M. 





LONG DISTANCE strikes a note 
of harmony in credit work 


. . . because it’s personal, two-way, direct. 





Long Distance telephone calls permit the credit executive 
to meet many of his problems in a clear and human way. 
And the customer at the other end of the wire is gratified 
because he can express his point of view freely and frankly. 

For credit inquiries, collection work, discount discussions, 
and the adjustment of complaints, many credit men are 
turning to Long Distance. They find that it makes for better 
understanding . . . builds and keeps customer good will. 

It’s fast . . . and particularly economical in the light of 
the efficient job it does. 
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Contingent Liabilities 


What of the Trends Which May Affect Our Future? 


By Henry H. Heimann, Executive Manager, National 
Association of Credit Men 


Self-assurance is a typical American trait. Our 
people possess an abiding faith in their nation and its 
continued progress. At times this quality of indi- 
vidual and national confidence has been misconstrued 
in foreign countries. Only an American would know 
his fellow citizen is not assuming a smart-aleck pose 
when he speaks of the bigger and more beautiful things 
of his country. 

History gives a number of reasons for this self-assur- 
ance. As a nation we have perhaps made the greatest 
material progress in the shortest space of time. No other 
country in the world approaches our record. Nature has 
been kind to us; much more kind than we have been to 
Nature. Our pioneers found a deposit of minerals such 
as adventurers had dreamed about but never laid eyes 
upon. Our fuel supply seemed inexhaustible. ‘The fer- 
tility of our soil has enabled us to feed not only our own 
people but also many others throughout the world. Our 
water resources are so abundant that their full utilization 
is still in the future. Our climate is varied and favorable 
to agriculture of almost every type. 


Natural Resources 


Too frequently, however, many of our people do not 
realize that the mere possession of all these natural re- 
sources does not necessarily constitute a blessing. The 
means for their utilization must be at hand. And in put- 
ting these resources to use, sometimes an overabundance 
leads to extravagance and waste. Long before we realize 
fully how we have sinned against Nature, through waste 
and extravagance, we directly or indirectly pay the pen- 
alty. But with all of our exploitation it cannot be said 
that, as nations are evaluated, we are seriously impover- 
ished in any of the great natural resources. Quite the 
contrary, we can still have available, under a proper con- 
servation policy, natural resources for many future gen- 
erations to enjoy. 

But natural resources alone do not make a nation. Such 
progress as we have made has not been due solely to the 
providential character of our land. Russia, even though 
not so agreeable in climate, is abundantly blessed with 
many natural resources, and possesses almost limitless 
frontiers. Brazil, a nation larger in size than our own 
country, has a vast array of natural resources. To the 
south of us is Mexico, amply endowed with nature’s gifts. 
But Russia, Brazil and Mexico do not afford the oppor- 
tunities to their people that ours enjoy. Possessed as they 
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are of these tremendous resources, their people are not 
privileged to enjoy a general standard of living like that 
of the average American. 


Not What We Have But How We Use It 


No, indeed, it is not what a nation has; it is how it is 
used that matters. In addition to natural resources there 


must be the means, will and incentive to utilize them. 


Needed are the transportation facilities to reach those 
resources. We have a fine network of rails and roads 
crisscrossing the country. Isolated places are the excep- 
tion. We have a people who are ambitious and who, until 
recent years at least, were willing to translate that ambi- 
tion into hard work. 

On the whole we have been a tolerant people. The 
poison of prejudice finds little use in America. We have 
an educational system which makes available an education 
that only a few were privileged to enjoy a century ago. 

We have had a young and virile government. In re- 
cent times, however, we seem to have been at issue with 
the simple doctrine that that nation is governed best which 
is governed least. For generations we had a respect for 
public office that enlisted the services of our finest citizens. 
To serve your government was not only an honor but a 
distinct privilege. We have freedom of speech and as- 
sembly which more recently has sometimes been abused 
but which we cherish nevertheless. We are tolerant of 
its abuse because we thus emphasize its existence as an 
important reality. 


Ours Is World Leadership 


For years we had a taxation levy that was the envy of 
the world. Government needs were small and a wealthy 
country, with its many individual opportunities, made for 
a large aggregate of income. We witnessed a business 
expansion and development in this country that gave us 
the world’s commercial leadership. The American busi- 
ness man emancipated his fellow citizens because he helped 
bring a standard of living higher than any other country 
had been able to bestow. So doing he merited and won 
for his group a social standing that for centuries had been 
denied to those engaged in commerce and trade. 

Even as a young nation in scientific fields we have de- 
veloped remarkable leadership. In exploration our ad- 
venturers have rivaled those of the centuries. 

We have had credit in abundance and we have had a 
respect for obligations. Our paying experience record is 
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one that any nation might be proud of. Today we pos- 
sess over half of the world’s gold, more than any other 
nation has had within its boundaries since the creation of 
man. It is a fact that we have too much gold; but its 
redistribution must await political stability and a return 
to productive enterprise throughout the world. Indeed, 
if redistribution were accompanied by a moral reawaken- 
ing as to the sacredness of obligations, it would go far 
to insure political stability and world recovery. We can- 
not enjoy a sound prosperity with the rest of the world 
impoverished. We have possible credit expansion, based 
upon this gold, of a size that staggers the imagination. 
Properly used it can help us reach a new peak in business 
prosperity, a standard of living not deemed possible of 
attainment. 


We Still Have Big Problems 

We have our share of poor but, nevertheless, on the 
average our people are better housed, better clad, and bet- 
ter fed than citizens of any other country. An automobile 
is a necessity to the average workman and he is not only 
privileged to enjoy it but does enjoy it. A modern, mid- 
dle-class home would be a 
“show-place” in some foreign 
countries. 

But despite the possession 
of these assets we have our 
problems, and even though 
those problems may be rela- 
tively temporary they are 
none the less real. Because 
of the vast natural resources 
and the personal qualities we 
possess as a nation, we have 
in times past been able to do 
the unusual. Our progress 
has been swift ; our life happy 
and comfortable. 

We still possess vast ma- 
terial assets. But in recent 
years our continued forward 
march has been interrupted. 
For the first time some of 
our traditional self-assurance 
is being put to a test. Why 
should there be 10 million 
unemployed, people in want, 
gloom in business, and con- 
fusion in government. Why should a nation so endowed 
with treasures be lacking in confidence? These are the 
puzzling problems of the age. 


What of Our Liabilities 


The truth is that it is idle to speak of our natural re- 
sources and other assets, to feel smug over their abundance, 
unless we examine the liabilities that offset these assets or 
that certainly constitute a charge against them. I have 
indicated that other countries, possessing tremendous as- 
sets, have not made similar progress. Their failure to 
Progress has been as much due to a dearth of some of the 
qualities inherent in our people as to an absence of the 
means of conversion of great natural resources. 

Have we in the past decades developed liabilities that 
are not clearly set forth in our national balance sheet? 
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Credit Congress Keynote 


Herewith is presented the address of our 


Executive Manager at the opening of the 
44th Annual Convention of the National 
Association of Credit Men in Grand 
Rapids on June 11th to 15th. Excerpts from 
this address were printed in many news- 
papers in all parts of the country. As it 
was considered one of the most important ple. 
declarations at any recent Credit Con- 
gress, we present the text of Mr. Hei- 
mann’s address in full. 





Are forces undermining the solid foundations of our de- 
mocracy? What adverse influences keep us in a state of 
turmoil and mental unrest? 

Every credit executive knows that if one were to ap- 
praise a balance sheet without giving consideration to the 
intangible factors, never disclosed but nevertheless present, 
such an appraisal would be incomplete, faulty. We hear 
much of our nation’s asset position but little of our lia- 
bilities, excepting the staggering amount of debt. Few 
people seem to realize there can be certain liabilities more 
potent than debt. No balance sheet ever constructed could 
wholly disregard human nature and its reactions. 


Causes of Our “Jitters” 


It is easy to contend that our jitters are due to mental 
attitude. This does not, however, give a satisfactory an- 
swer to the facts causing our mental attitude. A mental 
attitude rests upon certain basic laws, not the least im- 
portant of which is that of self-preservation which, after 
all, is the first law of human nature. Almost anyone can 
see contingent liabilities that unbalance our otherwise per- 
fectly-constructed balance sheet. And until these con- 
tingent liabilities are removed 
or checked, all the planning 
and the programming must 
be of little avail. 

What are some of these 
contingent liabilities? 

The first I will describe 
as our changed attitude 
towards work. No longer 
do all our people look upon 
the opportunity to work as 
a blessing. This nation was 
never built by drones. We 
have not been a nation of 
indolent, slow-moving peo- 
As a matter of fact, 
the pace here may have 
been too fast in times past, 
but if one must choose be- 
tween. the former attitude 
of more work and less play 
and the recent approach of 
less work and more play, 
there can be no question that 
the former attitude was 
sounder. 


What of Restricted Production? 


Coupled with this growing indifference to work is a 
fallacious viewpoint of production. A nation that has re- 
stricted production, as a result of programs launched and 
defended by its governing officials, is not in a very healthy 
economic state. Such restriction is a contingent liability. 
America has had the highest standard of living ever de- 
veloped because it has, in times past, enjoyed the greatest 
distribution of goods among the mass of the people that 
has ever been known. But if production is constantly 
limited artificially there will be fewer goods to distribute. 
Since population is still increasing the inevitable outcome 
must be that our people will have less goods to consume 
or utilize. If ever there was a planned program for a 


The Editors. 


lower standard of living it is our restrictive production 
program. 
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Besides this limitation of production, accompanied by 
our changed attitude toward work, we are constantly 
shortening the hours of work. Not always, however, 
as in the past are they being reduced within the limits 
of sound economic laws. The reduction of hours of labor 
should be accomplished by the better utilization of ma- 
chinery and increased personal efficiency so that the unit 
output of production in the shorter period of working 
time nevertheless equals or exceeds the production real- 
ized when hours of work were longer. In recent years, 
however, there has been a false philosophy about the effect 
of machinery on unemployment, about the influence of 
short hours on re-employment and about the contribution 
of shorter hours to our standard of living. 

And there has been a total disregard generally of the 
increase of employables when we give consideration to the 
number of unemployed. As a matter of fact, there are 
almost as many people working today as heretofore but 


the large increase in people available. for work has not 
been absorbed. 


Liabilities in Government 


In government we have developed, besides certain posi- 
tive attributes, some very definite contingent liabilities. 
No longer is the policy of as little government as possible 
followed. Argument upon argument has been put forth 
that American business needs more policing, that with ad- 
vancing civilization government necessarily becomes more 
complex. It is probably true that an advancing civiliza- 
tion calls for a great measure of regulation but such a 
growth must parallel, not exceed, the advancement of 
civilization and the growth of industry. When it gets 
too far ahead of the progress of civilization, instead of 
acting as a guide it becomes a definite liability to business 
and a barrier to prosperity. 

A growing bureaucracy disturbs the ambition of men. 
It nurtures a mental attitude of discomfort about gov- 
ernment. An ubiquitous government stimulates a national 
fear-complex and a national fear-complex develops not 
only frightened capital but also timid citizenship. 

Science has done much to advance civilization, but 
frequently science has found us wholly unprepared to 
properly direct the benefits that can flow from scientific 
effort. Modern communication, radio, wide circulation 
of the press, are all blessings. They can integrate for the 
common good. They have been helpful in our educa- 
tional development. But they have also been responsible 
for the creation of mass thinking. This would not be a 
noticeable liability if all our problems were common to 
every age, but when new problems arise hard individual 
thought is more certain of bringing a sound solution. 


“Rabble-rousing” Dangers 


In our political life, during the early years of our his- 
tory, a great deal more party regularity prevailed. This 
brought with it certain objectionable practices but by 
comparison it would appear these practices were less ob- 
jectionable than those that issue out of an almost total 
absence of party regularity. Where there is a greater 
measure of party regularity, party responsibility is more 
prevalent and public rewards are more frequently given 
to the deserving. When there is little party regularity 
or responsibility, a premium is placed upon “rabble-rous- 


° ” 


ing.” A reasonable degree of party regularity is not in 
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itself an evil; the evils and abuses have crept in because 
we have been lax in our duties of citizenship and have 
been “too busy” to safeguard our party principles from 
corruption. 

These are some contingent liabilities that have de. 
veloped in our time. When we appraise the assets of this 
nation we must not be forgetful of these liabilities. And 
because these liabilities are contingencies, because they 
have largely grown in the past few years, the habit of 
accepting them without challenge has fortunately not 
been formed. It is, therefore, not a hopeless situation. 

We must have the courage to keep government within 
bounds, to re-establish dignity of public office, and to re- 
sort to some hard-headed thinking about realities. We 
must welcome every contribution of science but direct it 
along sound lines. We must recognize the potential in- 
fluence of credit and husband it for our future needs, 
We must consider the implications of leisure time and 
enact a program that will develop a more healthy outlook 
on life and build a strong citizenship, physically and 
mentally. 

Our educational program must have the constant ob- 
jective of a happy and more comfortable life. We must 
indicate our appreciation of the freedom we have in- 
herited by vigilantly challenging any movement that 
would circumvent it. In our politics we must strive for 
greater party responsibility so that issues may be well- 
defined in debate before being decided at the polls. The 
rewards of life must be more equally distributed between 
different segments of our people and at all times we must 
strive to insure the continuation of a full measure of re- 
ward for industry, thrift and alertness. 


We Seek More Abundant Life 


We must be less impatient, less selfish—for the only 
objective worthwhile, perhaps the whole purpose of life, 
is to leave this world a little better place than we found it. 

There is a great deal of evidence abroad in the land 
today that we are very conscious of our problems and I 
have no doubt that they will be successfully solved. The 
experience of the past few years is convincing us that the 
only sound way to a real enjoyment in life is along the 
traditional ways, when those traditional ways are based 
upon sound principles of justice and have been instru- 
mental in furthering the progress and welfare of man- 
kind. Learning this lesson fully, costly as it may have 
been, one cannot arbitrarily say that the cost was not 
worthwhile if it was necessary. 

We do have faith in America; we must have faith in 
our ability to organize a program of recovery that will 
be sound, one that will contribute materially to our wel- 
fare. And finally, the strength of this program must be 
re-enforced with a spiritual bondage. We must “Render 
therefore unto Caesar the things which are Caesar’s and 
unto God the things which are God’s.” Respect for the 
rights of men—recognition of God—these must be the 
foundation stones of progress in human welfare. There 
can be no substitute—as business executives, as citizens, 
as men and women we must accept and live that principle 
if we hope to go forward as individuals and as a nation. 










Other addresses at 44th Credit Congress will be 
found on Pages 20, 24 and 30. For other Con- 
vention news fefer to page 37 
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Little Junior What Now? 


Prize Winning Essay in Class A 
in 1939 Tregoe Memorial Contest 


By Harold J Berthold, Federal Reserve Bank, St. Louis, Mo. 


With this question on the minds of many junior credit 

men as another school term comes to a close, it might 

lu be well to give the matter some serious thought; take 

inventory so to speak, to bring to light any phases in 

which we may be delinquent so we may concentrate on 
improvement of these phases. 

Since the beginning of the twentieth 
century, credit has expanded so rapidly 
that virtually every manufactured article 
today changes hands on a credit basis 
from three to a dozen times before it is 
ever offered for sale to the consumer. 
With the expansion of credit, the re- 
sponsibilities and opportunities of credit 
men have also expanded. In a day when 
the proper administration of the credit 
department frequently means the differ- 
ence between profit and loss at the end 
of the year, credit management has right- 
ly taken its place as a major executive 
function. Credit men, during the last 
thirty years, have gone far towards de- 
veloping a professional technique and 
establishing a professional status. 

Many firms have not yet recognized 
the importance of the credit man. The 
reason for this is evident when you stop 
to consider that salesmen, adept at selling 
themselves as well as their product, are better able to con- 
vince the management that their end of the business is the 
more important. In’ addition, optimistic by nature, they 
can present a hopeful picture to the management, already 


. salesminded, whereas the credit man, facing facts, sees a 


different picture and is censured if he turns down an ac- 
count. The situation is further aggravated by the fact 
that, due to the depression and the necessity of cutting 
expenses wherever possible, managements have not seen 
fit to make expenditures unless there is a visible possibility 
of an immediate return on their investment. 

This condition is bound to be corrected in the near 
future. Intelligent business men cannot continue to over- 
look the fact that improper handling of credits can 
greatly handicap their sales as well as profits. If their 
credits, representing the ultimate completion of the great- 
er portion of their sales, are left to the discretion of sales- 
men, the salesmen become cautious, lose their optimism 
and in turn their ability to function most effectively. On 
the other hand, bookkeepers, stenographers or minor clerks 





do not have sufficient background of education and ex- 
perience to handle credits most efficiently. 


Lack of New Information 


Then too, there are still some credit men content to 
trudge along in the same rut they have been following 
for the past twenty or thirty years, self- 
sufficient in a belief they can learn noth- 
ing new about credit practices. These 
men, turning down business simply be- 
cause they are either unwilling or un- 
able to fully explore a case, are no credit 
to the credit profession, and, by their 
own actions, are writing their own obitu- 
aries as credit men. 

These signs indicate the need for effi- 
cient credit men in the near future. It 
will be the responsibility of juniors of 
today to so prepare and so conduct them- 
selves as to be able to accept the chal- 
lenge and warrant the recognition of 
their profession, that the efforts of their 
predecessors be not in vain. They must 
strive to improve present practices where 
needed and to maintain a high standard 
of practice at all times. To get an idea 
of the task ahead, let us try to visualize 
a typical credit man and some of his 
problems. 

It would seem that the typical credit man should be a 
man of character to be able to recognize character, one 
of the original three Cs of credit, in others. He should 
have a fundamental knowledge of accounting, economics 
and business law in addition to a knowledge of credits. 
He must be honest and sincere to command the respect 
of those in his own organization, his customers, and his 
fellow credit men. He should have a spirit of adventure 
and be ready, willing and able to explore cases and con- 
sider all sides of a problem fairly and impartially. 


What Is Safe Credit? 


Let us bear in mind that there is no such thing as a 
safe credit. There is an element of risk in every credit 
granted, although the degree of risk may vary. Judging 
of the degree of risk involves the determination of the 
chances and likelihood of loss and the probable ways in 
which trouble may occur. The efficient credit man, to 
minimize the degree of risk, should be able to thoroughly 
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analyze and interpret each case submitted to him. To 
do so, he should have all the information obtainable on 
his customer. He should maintain adequate credit files 
which should contain trade and interchange reports, finan- 
cial and operating statements for as many years as avail- 
able, data submitted by salesmen, a record of perform- 
ance with his house, copies of correspondence with the 
customer, clippings from newspapers and periodicals deal- 
ing with the customer’s affairs and memoranda of any 
bits of information he may pick up about the customer. 

At the present time with smaller margins of profit 
prevailing as the result of keen competition, too much 
stress cannot be placed on the importance of thorough 
analysis and proper interpretation to get as much volume 
for the business as possible. It must be remembered that 
the margin of profit of a manufacturing or wholesale 
business is not in its sales to cash and AAAI customers. 
Every house wants to sell these customers and, as a re- 
sult, the customers are inclined to become independent 
and “shop around”, feeling under no obligation to any 
particular house. Thus more time and effort may be 
required to secure the account, tending to reduce the 
margin of profit on the individual sale. On the other 
hand, the marginal risk customer, being unable to secure 
credit so readily, will feel inclined to continue dealings 
with a house treating him satisfactorily. The sales to 
cash and AAAI customers are needed as a backlog to 
carry the burden of overhead expenses of your company, 
but there is not a sufficient number of these customers to 
go around. The margin of profit, therefore, must be 
realized from sales to less satisfactory risks. 


Must Seek Way Out 


An efficient credit man should not be satisfied to ap- 
prove a credit merely because it appears to be satisfactory 
on its face, but should test for weaknesses. Neither 
should he reject a seemingly unsatisfactory credit until 
satisfied that the condition cannot be corrected within a 
reasonable time or the profit to accrue from the account 
in the future would not justify the effort involved in 
trying to correct the situation. Turning down a credit 
when the trouble is only temporary or capable of being 
remedied, is to close the doors to any future dealings with 
a future satisfactory account. The credit man on his toes 
will give favorable consideration to a credit if there is 
a reasonable possibility of receiving payment for the ac- 
count within a reasonable time. He should, however, 
watch the account closely and not let it get out of line. 


Many commercial credit men today seem to rely too 
much on trade and interchange reports. These reports 
are extremely important but I feel certain even their 
sponsors did not intend that they should be used ex- 
clusively as a basis for credit granting. Trade reports 
call attention to certain unfavorable trends of the busi- 
ness but these reports must necessarily be brief and a 
complete analysis is not possible. Then too, there is al- 
ways the possibility of a false impression being created 
by momentary business activity, elaborate furnishings and 
merchandise displays. Interchange reports give a true 
ledger experience up to the present but do not show the 
cause of any slowness of payment nor whether the con- 
dition will improve or get worse. 

It, therefore, seems imperative that the financial state- 
ment should play an important part in the granting of 
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credit, at least equal in relative importance to other 
sources of information. Some commercial credit men in- 
dicate they have difficulty in obtaining financial state- 
ments from customers. ‘Fhis would seem to be the fault 
of the credit man for not properly handling the matter, 
The old story of insufficient records to make up a state- 
ment should not hold true at the present time. Every 
business with sales of $5,000.00 or more must submit an 
income tax return to the Government annually. Thus 
practically all of your customers must keep some sort of 
records for their own protection. If they do not they 
should not be entitled to credit because they may get into 
trouble with the Government if unable to substantiate, by 
actual records, the figures submitted for income tax 
purposes. 

A situation of this kind affords an opportunity for the 
credit man to render a service to the small retailer by 
providing him with a simple, practical bookkeeping sys- 
tem. ‘This could be in the form of a columnar daily 
operation sheet and a small ledger. The columnar sheet 
could provide 31 lines for a month’s operations and con- 
sist of daily totals in columns for charges sales and cash 
receipts from cash sales, accounts receivable and sales 
taxes as well as charge purchases and disbursements of 
cash for cash purchases, accounts payable, rent, wages, 
taxes and miscellaneous expenses. The ledger would be 
used for controls. Someone from your firm would set up 
the system, taking off a statement at the date of com- 
mencement of the service. The customer would then 
forward the monthly operation sheets, retaining a dupli- 
cate for himself, providing you with monthly financial 
statements and operating figures. The statement and the 
monthly reports would be signed by the customer, afford- 
ing legal redress if falsification was discovered. A nota- 
tion on the top of each sheet that the system was fur- 
nished through the courtesy of your company would keep 
your name constantly before the customer. It could 
thus be considered an advertising medium and the cost 
of the system charged to advertising. If the supplies were 
purchased in quantity, the material would cost, on the 
average, less than $1.50 per year per customer. Surely 
the information received would warrant such an ex- 
penditure. 


Operating Figures Important 


Some commercial credit men do not seem to have much 
confidence in financial statements submitted by their cus- 
tomers. Yet they will often grant them credit. This 
seems to me to be inconsistent when you consider that 
credit is based on confidence. They have little con- 
fidence in the customer’s own statements, yet rely on 
the statements of others as to his financial condition. The 
reason for this may be in the fact that through lack of 
sufficient information, they have been unable to reconcile 
successive statements of customers. Many statement 
forms which I have observed in use by commercial credit 
men do not provide for operating figures or reconcile- 
ment of net worth, even in condensed form. The latter 
two statements are considered of vital importance by 
bank credit men to show the continuity of net worth and 
present a picture of the efficiency or inefficiency of man- 
agement. Without them it would seem that credit men 
have but half the picture. Bank credit men have a great 
deal of confidence in financial statements. Banks grant 
open lines of credit as high as a million dollars. 
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Some of you may say that the amount of your average 
line of credit does not justify such an investigation. It 
is not to be implied that as comprehensive an investigation 
should be made on a $100.00 line as would be made on 
a line of $10,000.00. But have you ever had an ex- 
perience of an account that started out innocently enough 
as a small account, accepted on the basis of little or no 
information due to its size, which increased gradually, 
unnoticed, until you awoke to find you had a “bear by 
the tail” in the form of a large account and no informa- 
tion? It will be too late to get the greatest benefit from 
information after the account has gotten out of line. 

Statements by themselves do not solve business prob- 
lems. But intelligent interpretations of them will enable 
the credit man to place his finger on 
the cause of trouble, which is half 
the battle. To get the greatest bene- 
fit, financial and operating state- 
ments over a period of years should 
be used. Single statements, while 
helpful, are not as indicative of the 
actual condition of affairs as is de- 
sirable. Weaknesses which may 
cause trouble in the future, if not 
corrected, will in most cases be re- 
vealed by a comparison of statements 
of a firm over a period of years, or 
when compared with statements of 
other companies in the same line of 
business, or when compared with 
typical statements for the line of 
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ditions make it more. important than ever before. The 
most efficient operation of a business requires close coop- 
eration of all its units. If the credit man has thoroughly 
analyzed and properly interpreted his accounts, he will be 
in position to anticipate payments of future accounts of 
his customers fairly accurately and in this way can assist 
materially in the preparation of his company’s budget. 
Cooperation between the credit and sales departments is 
extremely important today. _ 

Personal contacts are essential to the work of credit 
men. The degree of confidence resulting from the con- 
tacts will determine the degree of benefit to be derived 
from them. Closer contacts, a better understanding of 
each other and a strict adherence to the code of ethics of 
the profession will do much to al- 
leviate the feeling of suspicion still 
too prevalent among credit men 
today. Piety 
Membership in the local associa- 
tions afhliated with the National 
Association of Credit Men and reg- 
ular attendance at forum and trade 
group meetings of these associations 
provide an excellent opportunity to 
make these contacts. Such mem- 
bership and attendance will prove 
invaluable. In the first place, it 
affords an opportunity to meet and 
become acquainted with fellow 
credit men; to know them informal- 
This acquaintance permits a 


business prepared by research organ- 4th—Jimmie Gray, 334 Louisiana better understanding of each other 
izations such as Robert Morris As- Ave., Baton Rouge, La. and an interchange of ideas, with 


sociates. 

Only by comparison of finan- 
cial and operating figures can you 
determine whether your customer is collecting his ac- 
counts promptly, is getting the proper turnover or 
is overloaded with merchandise. Any of these conditions, 
if not corrected, will certainly slow up his payments to 
creditors in the future. If aware of the condition, the 
necessary precaution can be taken. It is always easier to 
cure a disease when treatment is given in the early stages 
of development. If you must wait until the account 
becomes slow, you will meet his creditors on his door- 
step. All of you “crack down” on him at the same time. 
The debtor, mentally exhausted in trying to correct the 
situation, is further harassed by your pressure to such an 
extent that he cannot give sufficient time to the business. 
The business suffers, and may wind up in receivership or 
bankruptcy. 


Credit Man a Salesman 


It would seem that the typical credit man should be a 
salesman to sell his customers on the idea that it is only 
good business to comply with the established credit terms 
for his line of business. He should also sell his fellow 
credit men on the same idea for its accomplishment can 
only be achieved by cooperative action. If the prevailing 
terms are too long or too short, he should try to sell his 
fellow credit men on the need for revision. 

He must sell the idea of cooperation to members of 
his own organization, his fellow credit men and his cus- 
tomers. Cooperation has been the watchword of credit 
since the credit man came into existence. Prevailing con- 
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the possibility of cooperative action 
toward the solutions of their prob- 
lems. Secondly, the credit man 
is acquainted with important new legislation. He can 
get a more clear interpretation of the subject in a discus- 
sion than would be possible were he to attempt to inter- 
pret it solely from his own viewpoint. He will also be 
kept posted on the credit abuses arising from time to 
time. 

Due to its national scope, the National Association of 
Credit Men has played an important part in formulating 
present credit practices, in securing legislation for the 
protection of the rights of creditors, and in having bank- 
ruptcy matters placed under Federal regulation. It has 
achieved great success in the field of fraud prevention, 
having received the cooperation of the Department of 
Justice, the Post Office Department and the public prose- 
cutors in this work. ‘The interchange system of the 
National Association offers a service of real value. Inter- 
change reports furnish useful information for checking 
financial statements. In addition, they bring to light cases 
of excessive placing of first orders, switching of markets 
and impairment of the buyer’s credit. 


Dangers of Overstocking 


It would seem to be the responsibility of the present 
juniors to continue the progress made toward the eradica- 
tion of many harmful practices of commercial credit 
granting. One of these is the practice of basing a line 
of credit on the amount which the customer’s account 
can stand rather than on the amount of merchandise 
required for his most profitable (Coni’d on p. 50) 
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Limitations of Utilizing Accounting 
Information for Credit Purposes 


Prize Winning Essay in Class B in 
1939 Tregoe Memorial Contest 


By Albert Siegel, University of Chicago 


Present day inclination toward alphabetical treat- 
ment finds our essay adopting this mode of approach 

M in analyzing the credit grantor’s problem of utilizing 

accounting information. It is imperative under con- 
ditions of present day keen competition and attending 
close margins that alert business men extend credit ac- 
commodation on information which tends to disclose an 
applicant’s financial responsibility with the greatest degree 
of mathematical precision. Writers on credit have util- 
ized the alphabetical three C’s of credit, viz. character, 
capacity, and capital in introducing their subject while 
accounting writers have uniformly used the accounting 
concept of A — L = P, i.e., assets minus liabilities 
equals proprietorship. It is the present writer’s attempt 
to integrate these two approaches . . . the logical, and 
technical, in presenting the problem confronting the credit 
grantor. 

While accountancy has emerged from the day when 
open market borrowers certified their statements on a half 
sheet of note paper reading: “I certify that my net worth 
is $20,000—signed,’” it by no means has escaped the 
problems of valuation inherent in the accounting process. 
Problems of valuation take on two different forms: (1) 
valuations from the viewpoint of the accountant or maker 
of the statement and (2) valuation as determined by the 
reader. The accountant’s valuation is determined in cases 
with respect as to whether the statement is for credit pur- 
poses, regulatory bureaus and agencies, stockholders, or 
managerial purposes, while the reader “reads into the 
statement” with regard to his own position. Since our 
problem is from the viewpoint of the credit grantor we 
shall delve into the validity of ratio analysis as practiced 
by credit managers universally. 


Skill in Interpreting Figures 


Over the last twenty years, increased skill has been 
acquired in the interpretation of figures, not only of bal- 
ance sheets and profit and loss statements but also surplus 
accounts, trial balances, budgets, and subsidiary analytical 
statements. “The study of the interpretation of figures 
is a delightful, fascinating subject, an extensive subject 
in its many refinements and ramifications, a subject in 
which skill can be acquired only from the experience in 
delving into hundreds and thousands of business enter- 
prises of all sizes and all kinds, industrially and geographic- 


1 Address by A. G. Becker of the Chicago and Cook County Bankers’ 
Association, February 15, 1923. 
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ally.” In his study of over 59,700 concerns Mr. Roy A. 
Foulke concludes of ratio analysis that “something more 
than casual opinions” have been made available. Cover- 
ing operations for the years 1931 through 1936, Mr. 
Foulke prepared fourteen average important ratios as 
general criteria for judging financial data with a view to- 
ward credit accommodation.’ Foulke says, however, that 
“the fact that some particular ratio or ratios are abnor- 
mally out of balance in comparison with a standard does 
not mean that the concern is one which needs more thor- 
ough than usual investigation in all that the term implies; 
in many cases, that investigation will indicate that the 
concern is fundamentally unsound financially, and in some 
few cases there will be extenuating circumstances which 
again become a matter for independent interpretation.” 


What’s Extenuating Circumstances? 


It is the present writer’s contention that the first ex- 
tentuating circumstance in order of importance should be 
the financial statement itself. What are the contents of 
a financial statement? Can these contents be used for 
credit purposes or must we disregard published statements 


in viewing credit grants? Critical examination of a finan-’ 


cial statement cannot be undertaken unless one under- 
stands the assumptions involved in the preparation of 
financial position. As Mr. W. A. Paton well put it: 
“Praiseworthy as is an effort to locate and correct clerical 
mistakes, great emphasis on this side of accounting indi- 
cates a lack of appreciation of its more important pur- 
poses and of the inherent weaknesses of the art from the 
standpoint of literal accuracy. Accountants make three 
important assumptions in preparing their financial data. 
These are: 

1. The business is a going concern. 

2. The value of the dollar is stable throughout time. 

3. Historical cost figures represent value. 


The accountant in preparing his statement for publica- 
tion deals with going-concern figures taking for granted 
the continuity of the business entity. The credit grantor, 
however must look at the statement from a liquidating 
viewpoint and cannot use the going-concern criterion. 
Our three C’s of credit call for capacity—capacity as of 


a certain time—and liquidating figures not historical 
2 Foulke, R. A. “Research In Commercial Credit,” Proceedings Of 
the First Institute On Credit,Ohio State University Publications, p. 79- 


( mn R. A. Behind The Scenes of Business, Dun and Bradstreet 
1937). 
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presentation open the door toward correct financial 
analysis. 


What Are the Significant Terms? 


In general the accountant assumes that the value or 
significance of the measuring unit remains unchanged. Of 
course this postulate is unsound and any attempt at finan- 
cial analysis from these figures will lead to inaccurate 
results. Regarding such a process of combining quantities 
that are measured in different monetary units one French 
writer says: “This addition . . . is frequently compared 
with the process that a school boy would perform in add- 
ing cabbages, carrots, and little red radishes. I suppose 
that, as in my own case, you were taught when you were 
a child that the operation could not be done because the 
total could not be expressed in terms of 
a unit of any significance. It must be 
admitted, however, that the vegetables 
in question sometimes are added to one 
another, but it is then a matter of a cook 
preparing your stew, and not of arith- 
metic, nor even of accounting.” How 
many times do we find our ratio ana- 
lysts performing the above processes, 
and basing their conclusion in terms of 
a unit without significance? 

The cost gives value assumption is 
probably the most important postulate 
utilized by accountants. Here, under 
all circumstances business men are 
deemed to proceed rationally. Coercion, 
fraud, bad judgment, carelessness—all 
these factors are in general assumed to 
be entirely absent from business trans- 
actions. Historical cost is supposed to be 
an objective figure, yet it is well known 
that most business men are ignorant of 
their costs. Inherent in the process of computing cost is 
the definition of cost. When one of our large locomotive 
builders constructed one locomotive in the depth of the 
current depression the allocation of overhead burden be- 
came of significance in computing cost. Should all of the 
overhead have been assigned to it or merely a percentage 
based on relative capacity production. 


An extensive listing of the above assumptions in detail 
would be beyond the present purpose of this paper. All 
that is meant is to indicate the “imponderables” entering 
into the subject of ratio analysis. 


In addition to inherent difficulties in the accounting 
process, we find variation in the presentation of identical 
data which seem to indicate that accounting is still some- 
what of an unknown quantity. Mr. Foulke suggests 
that “Continued research into the financial aspects of com- 
mercial’ credit will be more practical and more valuable 
only as rules for the treatment of certain situations are 
set up and agreed upon by the accounting profession—and 
then lived up to. What use is it to compare the reported 
net profits of concerns where there is the ‘ability’ and 
the privilege of interpreting the same identical facts in 
different mathematical ways? For example, what use is 
it to compare the reported net profit of one concern which 
charges off $65,000 to surplus, to bring its inventory down 


_—_——.. 


‘Leger F., Le Redressement des Bilans En Francs-Papier, Paris 1926 
P. 21 (Taken from Sweeney-Stabilized Accounting, Op. cit.). 





Credit and Financial Management ......... 


to cost or market, with that of another concern which 
makes the same charge to its operating account? 


Where Opinions Differ 


“One accountant will carry the cash-surrender value of 
life insurance as a current asset; another, as a slow asset. 
One accountant will carry the current maturity of a serial 
mortgage as a current liability; and another, as a deferred 
liability. One accountant will delight in making charges 
to surplus because they are applicable to prior years; and 
another accountant will conservatively put all such charges 
through the profit and loss account. The varieties of 
accounting practices which have been and are being pro- 
duced in the accounting field by representative account- 
ants are so aptly and fully illustrated in two recent vol- 
umes that no additional comment is real- 
ly necessary. “Those two volumes are: 
Are You a Stockholder?, by Alden Win- 
throp, and False Security, by Bernard J. 
Reis.” 

With the foregoing as a background, 
criticism of specific ratios utilized by 
ratio analysts and credit grantors is now 
in order. Methods for measuring the 
current financial condition of business 
have been highly developed by persons 
who are trained in their application. 

The ratio of current assets to current 
liabilities is known as the current ratio. 
With regard to the current ratio it has 
been traditional for bankers to require a 
total currerit capital of twice the cur- 
rent debt. It is in accord with this 
tradition that banks formerly could not 
extend credit, or buy commercial paper 
if, in so doing the current debts were in- 
creased beyond an amount equal to half 
the total current capital. 


A Banker’s Views on Ratios 


In accord with such a theory, the banker will make the 
loan only if he is convinced that his credit is being used 
specifically for the purchase of raw materials and that the 
loan can and will be paid through the ultimate sale of 
these raw materials when transmuted into the finished 
goods. That there is nothing magical in this current ratio 
is being gradually recognized by banks. Current capital 
employed in the business may be merely a question of 
credit policy. If goods are paid for as soon as they are 
delivered the management arbitrarily elects to do business 
only with the very best credit risks. Here it is seen that 
a great deal of liquid capital is required. The other types 
of business employing long term credit risks requires a 
large supply of current capital, yet the profits of two busi- 
nesses may be the same ultimately after the inevitable bad 
debts charge-off is made. 

In analyzing the current ratio credit grantors should 
take account of the factors affecting the amount of cur- 
rent capital. These are the technique of the business, the 
period of manufacture, the customary credits allowed cus- 
tomers, and the fluctuations in the availability of raw 





* 5 Roy A. Foulke, Proceedings Of the First Institute On Credit, op. cit. 
® See A. S. Dewing, Financial Policy of Corporations (1934). 
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materials, and in the demand for the products.’ 


Adequacy of Working Capital 


The adequacy of working capital is also dependent upon 
the frequency with which the current assets are converted. 
This: may be measured in either of two ways: (1) by 
dividing the sales for the period by the average working 
capital used during the period or (2) dividing the current 
assets into the actual expenditures for the period. ‘The 
ratio presents a valuable measure of current asset activity, 
however it does not indicate immediate debt-paying abil- 
ity, particularly in a seasonal business. Furthermore in 
comparing figures for different periods of time one must 
watch his step in basing an opinion on a calculation made 
as in (1) above. Two firms making identical profits 
may present different working capital turnovers. To call 
the larger figure an improvement would be to misstate the 
case inasmuch as the increase really means that a greater 
strain was put on the working capital to earn the same 
profit as before. 

The acid test questions the reliability of the inventory 
figure. Credit grantors who are in any way acquainted 
with the taking of physical inventories would do well to 
use this ratio to check the working capital. The test in 
itself presents interesting relationships but it gives no clue 
to the relative due dates of receivables and payables. 
F. W. Woodbridge in the Southern California Business 
Review (Summer Issue, 1938) suggests that the receiv- 
ables be “aged” (classified according to due dates) in 
order to avoid a misleading computation. 


Window Dressing in Audits 


Accounting has received more than usual notice re- 
cently. One nationally known firm of accountants was 
charged with “casuistry” for its financial presentation of 
the financial condition of the Missouri Pacific Railway 
Company. Last August the Securities and Exchange 
Commission also brought charges against the Allegheny 
Corporation for “false and misleading” statements in its 
financial presentation. The accuracy of a statement de- 
pends in large measure upon the ability and integrity of 
the man who prepares it. A signed or unsigned state- 
ment prepared by the debtor in his own form is of very 
limited value. Even if a debtor does not engage in “win- 
dow dressing” he naturally tends to “put his best foot for- 
ward.” Stuart Chase’s reference to the firm of Yessir, 
Yessir, and Peesir, Certified Public Accountants would 
tend to indicate that auditors are agents of the client in 
presenting financial position. 

Credit grantors relying on certified statements would 
do well to study the liability of the auditor for his cer- 
tification. Notwithstanding the now-famous McKesson- 
Robbins incident American cases adhere to the following 
with respect to the auditor’s liability: An auditor’s obli- 
gation to his client is primarily based on contract, while 
liability to third parties is based on a tort-feasor relation- 
ship. 


No Liability to Third Parties 


As a general proposition the auditor has no legal lia- 
bility to third parties for negligence unless such negli- 
gence is so flagrant that it is considered equivalent to 





* Martin, B. F. “Recent Movements in the Commercial Paper Mar- 
ket,” 9 Harvard Business Review 363 (April, 1931). 
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fraud; he is responsible to third parties for fraud. The 
leading American case to date is the Ultramares Corpora. 
tion v. Touche et al. (174 N. E. 441) in which the late 
Justice Cardozo said: 


The defendants owed to their employer a duty imposed by 
law to make their certificate: without fraud, and a duty 
growing out of contract to make it with the care and cau- 
tion proper to their calling. Fraud includes the pretense 
of knowledge when knowledge there is none. To creditors 
and investors to whom the employer exhibited the certificate, 
the defendants owed a like duty to make it without fraud, 
since there was notice in the circumstances of its making 
that the employer did not intend to keep it to himself 
(Eaton, Cole, and Burnham Company v. Avery, 83 N. Y, 
31; Tindle v. Birkett, 171 N. Y. 520.) A different question 
develops when we ask whether they owed a duty to these 
to make it without negligence. If liability for negligence 
exists, a thoughtless slip or blunder, the failure to detect 
a theft or forgery beneath the cover of deceptive entries, 
may expose accountants to a liability in an indeterminate 
amount for an indeterminate time to an indeterminate class 
. . » Our holding does not emancipate accountants from the 
consequences of fraud. It does not relieve them if their 
audit has been so negligent as to justify a finding that 
they had no genuine belief in its adequacy, for this again 
is fraud. It does no more than say that if less than this 
is proved, if there has been neither reckless misstatement 
nor insincere profession of an opinion, but only honest 
blunder, the ensuing liability for negligence is one that is 
bounded by the contract, and is to be enforced between the 
parties by whom the contract has been made. We doubt 
whether the average business man receiving a certificate 
without paying for it and receiving it merely as one among 


a multitude of possible investors, would look for anything 
more. 


The Ultramares case has become a milestone in ac- 
counting jurisprudence. On May 28 of last year in the 
case of State Street Trust Co. v. Ernst (15 N. E. (2d) 
416), the same court reaffirmed the major principles of 
the Ultramares case. In an action against the accountants 
by third parties not contracting with the accountants (the 
plaintiff bank made a loan on the basis of the certified 
statement) the court held that the question of liability 
could go to the jury on an issue of fraud as to whether 
the accountants has a bona fide belief in the truthfulness 
of their certificate. Concerning litigation against the 
creditor it may be said that probably there would be 
many more American cases brought to the courts if the 
injured client felt that he had a chance to recover money 


damages. Query then as to “what is an unreliable as 
an audit?” 


Act as Business Trustees? 


With regard to solving the problem of accounting for 
the credit grantor, Mr. R. A. Foulke says: 


From the very inception of accountancy in the United States 
until this very time accountants have justified their privilege 
of placing their own individual interpretation upon ac- 
counting problems, a viewpoint which has tended to pre- 
vent uniformity of practice, and of treating their relations 
with clients on a strictly confidential basis, often failing 
to realize that their very actions are of much wider public 
interest. In a very broad way, accountants are trustees of 
business knowledge and information. They should also 
be the deep philosophers of business. 

The lack of uniformity in accounting principles and prac- 
tices is a problem which should not be difficult to solve. 
That solution is in the hands, in the first place, of the 
American Institute of Accountants. But, unfortunately, over 
the years and until recently, no one in the Institute ap- 
parently has considered the problem of but moderate im- 
portance. The pronouncements of individual accountants, 
from time to time, have been more in the nature of justi- 
fying the status quo of existing variable practices and 
policies. ; 
In the second instance, the solution to this problem is, 
strange as it may seem, in the very lap of the New York 
Stock Exchange, and particularly  (Cont’d on Page 52) 
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Bad Debt Loss Survey -- Il 


Average Credit Sales and Number of Accounts 


By J. Harold Stehman, Acting Chief, Market Data Section, Marketing 


Research Division, Bureau of Foreign and Domestic Commerce. 


publication last month, contained summary results of 

the first annual Bad Debt Loss Survey conducted 

jointly by the National Association of Credit Men 
and the Bureau of Foreign and Domestic Commerce, De- 
partment of Commerce. Special data were presented for 
industries and by trades for 
1937 and 1938. Particular at- 
tention was given to special 
breakdown of the figures by 
size of business. 

The third and final part of 
the study will appear in the Au- 
gust issue. It will contain find- 
ings with respect to average 
sales per account, for each trade 
and industry, total number of 
accounts, the average number 
per firm and the number writ- 
ten off. Special attention will 
be given to conclusions and rec- 
ommendations. 

In part II, particular atten- 
tion is given to bad debt losses 
from the point of view of the 
average credit sales per account 
or customer and in accordance 
with the number of accounts per 
reporting company. 

In the first instance there is a 
very definite relationship. The 
perfect inverse correlation between the proportion of bad 
debt losses and the average amount of credit extended 
each manufacturer’s customer is clearly illustrated in 
Chart 1. The loss percentages of those manufacturers 
whose average credit sales per account was less than $250 
was 0.45 percent of total credit sales in 1937 and 0.47 
percent in 1938, well above the 0.18 and 0.20 percent 
already reported for all groups combined. Each succes- 
sive group shows a consistently smaller loss percentage, 
presenting such a “staircase” pattern that the statistical 
skeptic might suspect a stacked deck. This relationship 
is also evident in practically every major industry regard- 
less of the general “average credit sales per customer” of 
the industry. ; 

In view of this, it cannot be ascribed to uncontrollable 
factors which might cause high average sales, such as the 
type of product, concentration of customers’ purchases, 
or trade practices peculiar to an industry. Rather, the 


= The first part of this survey, which appeared in this 
hu 
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This is the second of three articles in 
which are summarized the results of the 
First Annual Bad Debt Loss Survey con- 
ducted by the Bureau of Foreign and 
Domestic Commerce, Department of Com- 
merce, in cooperation with the National 
Association of Credit Men. 


The first of the series appeared last 
month and Credit and Financial Manage- 
ment for August will contain the third and 
final discussion of the survey findings. mean that the management 


A broader, more general discussion of 
the study was presented at the Convention 
last month by Wilford L. White, Chief, 
Marketing Research Division, Bureau of 
Foreign and Domestic Commerce. 





high average sales per customer would seem to be more 
closely related to a higher degree of effective management 
and possibly a greater development of a limited number 
of accounts. 

This conclusion is verified to some extent by the man- 
agement factor noted in the previous article on the results 
of this survey which pointed out 
that the larger volume com- 
panies which reported the low- 
est loss ratios can usually afford 
separate, more highly specialized 
credit departments, staffed by 
personnel devoting their entire 
efforts to credit problems who in 
turn can avail themselves of 
more complete outside services. 

It should not be taken to 
mean, however, that effective 
sales management and good 
credit administration are limited 
to large organizations. It does 


factor is of vital importance 
both in the promotion of sales 
and the extension of credit. 

There is set forth in Table 
A, a cross classification by size 
of firm versus average credit 
sales per customer. Our review 
of individual reports has shown 
that each group includes firms 
with typically high priced items or products which lend 
themselves to more concentrated buying such as iron and 
steel products, metals, and machinery; also that com- 
panies representing all industry groups are sprinkled 
through most of the breakdowns. 

Since this is so, and in view of the above indication that 
the credit sales per customer correlation cuts across nearly 
all industry groups, it would appear that high average 
sales per account is not an inherent phenomenon related 
only to large establishments. This also has been verified 
by closer inspection of individual reports. 

The factors that cannot be measured accurately as to 
their relative effects are administration and the type of 
product (except with respect to industry totals.) 

Thus, having eliminated sales volume, and to a large 
extent, the type of product and type of industry as im- 
portant factors influencing the relationship between high 
.average sales and loss percentages, we seem to have some 
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additional proof that managethent’s effective coordination 
of sales promotion and credit extension exerts a strong 
influence toward lower losses from bad debts. 

An identical pattern of losses has been found among the 
wholesale firms who submitted reports for the study. It 
will be noted from Chart 2 that about the only difference 
in the “staircase” is that each step is at a relatively higher 
level than was the case for manufacturers. The relation- 
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ship, while obvious in a majority of the different trade 
classifications, was not so uniformly evident as was true 
for the industrial groups. 

Those firms with an average credit sales per account of 
less than $250 experienced a 0.66 percent bad debt loss, 
Again each successive group has shown a markedly better 
record, with companies in the “$1,000 or more” class 
recording only a 0.31 percent loss. 

It is pure conjecture but does seem likely that if an 
appreciably larger number of firms can be included in 
future studies that these various relationships will be por- 
trayed more clearly and thus lend themselves to more 
definite treatment and more complete analysis. If an 
opposite effect were obtained for some classifications it 
should indicate the direction of further thought and 
analysis. Undoubtedly many of the group classifications 
do not show specific results because of small sample in- 
volved, which naturally adds to the weight given any 
particular firm whose operations vary from the average 
in any appreciable degree. 

For example, we know that the sample in the present 
study does not give sufficient weight to the loss experience 
of the smaller establishments. Or conversely, we have 
in our reporting group a larger proportion of large scale 
manufacturers and distributors than is shown in the most 
recent censuses of manufacturing and distribution. 

There is no apparent correlation between bad debt 
losses and the number of accounts or customers being 
served by a company. On first thought one might have 
suspected to find the larger sales volume establishments 
having the largest number of accounts, and for this to 
have some connection with losses. 

While a complete reverse of this thought was not 
found, our checking of each individual report undeniably 
brought out the fact that there was an extremely wide 
variation in the number of accounts handled by the firms 
in each different sales size group. 

The range of losses shown in Tables 3 and 4 is so varied 
that it cannot even be said that there is any sort of a 
tendency indicated. Despite any perconceived ideas one 
might have had, therefore, there is little question as to 
the utter lack of correlation between the number of ac- 
counts carried on the books and the bad debt losses sus- 
tained by both wholesalers and manufacturers. 

Of course, the fullest realization of the value of this 
survey is attained only when the individual credit man- 
ager reviews the figures for his own firm in the light of 
the averages and breakdowns shown for his particular 
trade. 

Much significance can be added by such a checking 
process as the practices and problems of the particular 
trade, and their influence on credit losses, can be segre- 
gated and delineated much more satisfactorily. 





Reprints of the Three Articles on the Bad Debt 
Loss Survey Will Be Available in August— 

In order that Credit Executives may have the 
entire discussion of this important study on Bad 
Debt Losses for their files and for future reference 
a 16 page reprint of the three articles and charts 
will be available about August 10th. If you wish a 
copy send your request with 10 cents in letter post- 
age to Credit and Financial Management, One Park 
Avenue, New York City. 
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TABLE 1—Proportion of Bad Debt Losses to Credit Sales of Wholesalers, by Kind of 
Business, Classified According to Average Number of Accounts Per Firm, 1937 and 1938 


Number of Accounts Per Firm (Based on 1938 ‘Figures) 


Firms with frem~ Firms with from 
500 to 1000 300 to 500 
accounts accounts 


45 | 0.57 | 0:54 25 | 0.91 | 0.80 
5 | 1.00] 0.37 - - _ 
6 | 0.65 | 1.01 7 | 1.15 | 0.95 
8 | 0.09 | 0.25 6 | 0.20 | 0.28 
6 | 0.75 | 0.98 7 | 0.44] 0.74 

— — _ - 4 70.08 | 0.08 

29 | 0.61 | 0.58 15 | 0.28 | 0.26 

1g | 0.47 | 0.71 12 | 0.56 | 0 49 

41 | 0.41 | 0.53 50 | 0 34] 0.34 

15 | 0.19 | 0.20 12 | 0.28 | 0.25 

18 | 0.53 | 0.47 6 | 0.13 | 0.49 

166 | 0 31 | 0.28 131 | 0.37 | 0.34 
9 | 0.21] 0.23 9 | 0.21 | 0.26 

— — — 4 | 0.22] 0.21 

29 | 0.41 | 0.36 7 | 0.53 | 0.33 
6 | 0.72 | 0.77 5 | 0.44 | 0.20 

24 | 0.51 | 0.74 35 | 0.32 | 0.48 

18 | 0.72 | 0.47 16 | 0.89 | 0.85 

13 | 0.71 | 0.82 9 | 0.31 } 0.50 

16 | 0.37 | 0.46 14 | 0.48 | 0.46 
8 | 0.62 | 0.63 11 | 0.61 | 0.79 

17 | 0.61 | 0.59 9° | 0.25 | 0.17 
5 | 0.34 | 0.40 — _ - 
7 | 0.93 | 0.26 12 | 0.45 | 0.26 

32 | 0.35 | 0.39 24 | 0.25) 0.4 
5 | 0.94 | 1.02 _ = _ 
8 | 0.60 | 0.61 7 | 0.73 | 0.93 


S 
8 
o 
w 
3S 
S 
oo 
oS 
i 
a 
° 
8 
o 
w 
& 





No. of 
1938 | reports | 1937 


eo 
mSaanal lol S 
So 
| baal 
oo 


SaoBRl | aoBa 
SESSSSES 


essessssss 
eccesssss 
|lorxeesesss 


lle 


~ 
SSS% 
ce sens 


- sss 
| im» 
— 


le 
= 


on 


1 S| mol ow 
a 


— 
©2,2,e2 
me | ne | it es 


— 
—_ 


= 


Firms with 
less than 300 





1938 


0.61 


= 
1 1 ie 
a 


SS=5 


ss 
> 
o 


Stet 
! g! ys; 








Insufficient reports to show data. 


*This figure does not show a total of the groups because a number of multiple-unit firms reporting total figures could not give breakdowns by houses. 


TABLE 2—Proportion of Bad Debt Losses to Credit Sales of Manufacturers, by 
Industry, Classified According to Average Credit Sales Per Account, 1937 and 1938 
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~Insufficient reports to show data. 
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345 | 0.15 | 0.16 
165 | 0.21 | 0.24 
22 | 0.13 | 0.18 
25 | 0.13 | 0.14 
6 | 0.13 | 0.93 
12 | 0.31 | 0.17 
18 | 0.32] 1.01 
97 | 0.10} 0.10 
130 | 0.12 | 0.21 
31 | 0.14 | 0.33 
23 | 0.32 | 0.45 
11 | 0.12 | 0.20 
65 | 0.10 | 0.16 
80 | 0.28 | 0.29 
45 | 0.33 | 0.35 
35 | 0.22 | 0.20 
95 | 0.17 | 0.17 
22 | 0.26 | 0.26 
56 | 0.11 | 0.14 
17 | 0.28 | 0.19 
76 | 0.45 | 0.45 
128 | 0.36 | 0.36 
64 | 0.55 | 0.62 
27 | 0.46 | 0.46 
37 [0:23 | 0.21 
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Average Credit Sales Per Account (Based on 1938 Figures) 


Firms averaging 


Firms averaging Firms averaging 
from $750 to $1000 


from $500 to $750 “from $250 to $500 


per account per account 
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12 |0.16]0.16] 42 | 0.23 | 0.26 
eth sees sien 4 | 0.33 | 0.42 
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17 | 0.23} 0.35] 30 | 0:37 | 0.40 
5 |0.17]0.31] 10 | 0.37 | 0.56 
4 | 0.29 | 0.42 5 | 0.31 | 0.34 
7 |0.32]0.42] 12 | 0.43} 0.32 
17 |0.37|0.45| 16 | 0.30} 0.50 
11 | 0.32 | 0.39 9 | 0.20 | 0.53 
6 | 0.62 | 0.68 7 | 0.60} 0.41 
16 | 0.28] 0.26} 10 | 0.32] 0.38 
5 | 0.31 | 0.12 5 | 0.33 | 0.40 
9 | 0.18 | 0.06 4 | 0.17 | 0:28 
9 |0.97]0.36] 16 | 0.43} 0.46 
1g 0.46] 0.50) 32 | 0.67 | 0.54 
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TABLE 3—Proportion of Bad Debt Losses to Credit Sales of Wholesalers, by Kind of 
Business, Classified According to Average Credit Sales Per Account, 1937 and 1938 


Average Credit Sales Per Account (Based on 1938 Figures) 


















































































































Firms averaging Firms averagi 
$1000 or more from $500 to $750 under $280 ° 
Kind of Business per account per account 
No. of N 
reports | 1937 | 1938 

Automotive supplies... ............++.0++++ 0.69 | 0.67 5 | 0.31 | 0.43 _ — — 7 | 0.49 | 0.46 0.71 | 0.65 67 | 0.83 | 0.9% 
ede ks ictal lik s Candaieea ie 0.31 | 0.24 _ _ _— — — _ _ _ _ 0.32 | 0.38 _— -- ie 
Paints and varnishes. .............-ssss00. 0.20 | 0.30 _— _ — o - oo 4 | 0.07 | 0.17 0.51 | 0.89 15 | 1.65 | 1.4 
Clothing and furnishings, except shoes... .. 0.20 | 0.35 5 | 0.11 | 0.24 _ -- — 5 | 0.42 | 0.69 0.72 | 0.91 7 | 0.25 | 0.37 
Shoes and other footwear. . “ 0.23 | 0.40 9 | 0.21 | 0.39 6 | 0.16 | 0.33 6 | 0.51 | 0.62 0.50 | 0.57 5 70.31] 14 
Dib enh da eile d neni nass 0.07 | 0.05 10 | 0.07 | 0.05 _ — — — - _ _ = -- — Bae 
Drugs and drug sundries 0.62 | 0.60 & | 0.46 | 0.46 6 | 0.57 | 0.57 5 | 0.88 | 0.30 2.96 | 3.37 5 | 0.64] 0.4 
DRY GAOOR. «on 090000560500 0.31 | 0.37 16 | 0.36 | 0 49 15 | 0.20 | 0.27 20 | 0.37 | 0.45 0.35 | 0.35 19 | 0.61] 0.6 
Electrical goods................. 0.29 | 0.32 151 | 0.20 | 0.26 36 | 0.60 | 0.51 42 | 0.46 | 0.36 1.05 | 0.72 9 | 095] 1.69 
Farm products (consumer goods) 0.29 | 0.23 21 | 0.25 | 0.20 12 | 0.14 | 0.16 10 | 0.48 | 0.54 1.04 | 0.18 6 | 0.53 | 0.57 
Furniture and house furnishings. . . Ae 0.42 | 0.34 11 | 0.26 | 0.30 5 | 0.59 | 0.28 _— _ _ 0.48 | 0.54 14 | 0.62 | 0.47 
Groceries and foods, except farm products. 0.34 | 0.35 365 | 0.32 | 0.32 93 | 0.32 | 0.37 83 | 0.40 | 0.42 0.40 | 0.39 20 | 0.83] 1.14 
Meats and meat products...............--- 0.12 | 0.14 22 | 0.10] 0.12 6 | 0.21 | 0.32 — _ aa _ _ _ —j- 
Wines and spirituous liquors............... 0.31 | 0.26 10 | 0.30 | 0.25 ~ — — ~ a _ — aa — ae 
CAO IID. v0 « Soca ckvbcnesgnsiaceced 0.49 | 0.45 22 | 0.37 | 0.29 21 | 0.43 | 0.46 35 | 0.56 | 0.44 0.55 | 0.53 29 | 0.88 | 9.99 
SURRY MNUNOR woe v cn0p00essnvcn ve sccinse' 0.56 | 0.62 — _~ _ _ _ _ _ — _ 1.01 } 1.22 5 | 0.67] 0.4 
Industrial supplies........... cia egene encoun 0.33 | 0.45 12 | 0.19 | 0.43 6 | 0.12 | 0.42 26 | 0.40 | 0.37 0.42} 0.51 35 | 0.48 | 0.53 
Plumbing and heating supplies............ 0.67 | 0.62 47 | 0.63 | 0.62 15 | 0.88 | 0.71 16 | 0.58 | 0.76 1.01 | 0.56 6 | 0.31 | 0.2 
Jewelry and optical goods.................. 0.69 | 0.79 7 | 0.481 0.70 4 | 0.95 | 0.68 11 | 0.64 | 1.02 0.41 | 0.50 6 | 1.12] 0.81 
Lumber and building materials............ 0.57 | 0.44 20 | 0.52 | 0.35 5 | 0.43 | 0.54 9 | 0.43 | 0.36 0.85 | 0.65 -~ owe ds 

Machinery, equipment and supplies, except 
MREDUUNED obno-5s cast 1> 5 545s0 505006004 0.85 | 0.81 11 | 0.91 | 0.48 7 1.07 | 0.75 7 | 0.921 1.17 0.61 | 1.27 7 | 0.66 | 0.58 
Surgical equipment and supplies.......... 0.52 | 0.39 -- — _ - — -- 4 10 35 | 0.33 0.42 | 0.28 25 | 0.73 | 0.55 
Metals. .... Lo sieedennedsreveseccovsesssesoees 0.31 | 0.35 8 | 0.48 | 0.60 4 | 0.23 | 0.46 _ - — 0.36 | 0.31 -- _ “ 
Paper and its products ..............-...+- 0.39 | 0.43 10 | 0.24] 0.61 — _ —_ 11 | 0.71 | 0.36 0.56 | 0.39 29 | 0.32] 0.37 
Petroleum... eS eeecescacdneceeseesceccecess 0.28 | 0.28 5 | 0.24] 0.25 _ -~ _ _ _ _ _- 5 11.66) 1.2% 
Tobacco and its products.................- 0.21 | 0.26 49 | 0.17 | 0.23 23 | 0.20 | 0.25 20 0.26 | 0.32 17 | 0.28 | 0.38 
Teather and shoe findings.................. 0.81 | 0.78 — — <= = _ _ — os - 8 11.2318 
IE wing bas pnkhovivancseesdsenene 0.20 | 0.37 11 | 0.17 | 0.40 _ ~ a 7 0.18 | 0.21 9 | 0.38 | 0.2% 
Se Is bv vetensanseee 0.35 | 0.37 888 | 0.29 | 0.31 0.33 | 0.36 342 | 0.43 | 0.41 0. 0.56 357 | 0. 0.66 








—Insufficient reports to show data. 
*This figure does not show a total of the groups because a number of multiple-unit firms reporting total figures could not give breakdowns by houses. 


TABLE 4—Proportion of Bad Debt Losses to Credit Sales of Manufacturers, by 
Industry, Classified According to Average Number of Accounts Per Firm, 1937 and 1938 





Number of Accounts Per Firm (Based on 1938 Figures) 




























































Total of Firms with Firms with from Firms with from Firms with from Firms with 
AIG o more than 1500 1000 to 1500 500 to 1000 300 to 500 less than 300 
Industry —— accounts accounts accounts accounts accounts 
No. of No. of No. of No. of No. of No. of 
reports | 1937 | 1938 | reports | 1937 | 1938 | reports | 1937 | 1938 | reports} 1937 | 1938 | reports | 1937 | 1938 | reports | 1937 | 1938 
Food and kindred products, total.......... 345 | 0.15 | 0.16 148 | 0.15 | 0.15 33 | 0.17 | 0.22 68 | 0.18 | 0.20 38 | 0.12] 0.11 58 | 0.22] 0.41 
eanety [Pith sndenthnehoned povees 2s 165 | 0.21 | 0.24 87 | 0.19 | 0.21 18 | 0.21} 0.19 24 | 0.59 | 0.72 14 | 0.43 | 0.54 22 | 0.51 | 0.40 
Flour, is and other grain mill 
PPODWOEE. 20.5.0 0sccccccccccccvcoscees 22 | 0.13 | 0.18 4 | 0.10 | 0°13 _ _- _- 6 | 0.32 | 0.43 7 | 0.11] 0.19 4 | 0.04 | 0.53 
DEORE _ DOOKING oo 00. cccivccccvecccooes 25 | 0.13 | 0.14 9 | 0.13 | 0.13 _ _- - 7 | 0.18 | 0.18 _- - _- 4 | 0.07) 0.0 
Malt ad SEE GE eS AO Se ep 12 0.31 | 0.17 4 0.32 | 0.14 _ _ _ — _— _ _ _— - 4 1 0.11)0.1 
| Re RE RS ae ee aE 18 | 0.32] 1.01 — _ _— — —_ _ + 1.24 | 0.77 _ _— _- 8 | 0.52] 2.2 
Other food products................... 97 | 0.10] 0.10 43 | 0.10} 0.10 9 | 0.10} 0.15 23 =| 0.06 | 0.12 8 | 0.16] 0.15 14 | 0.16 | 0.0 
Textiles and their products, RR 130 | 0.12 | 0.21 59 | 0.16 | 0.27 20 | 0.05 | 0.11 15 | 0.15 | 0.27 16 | 0.09 | 0.20 20 | 0.14) 0.14 
Clothing, men’s, except hats........... 31 | 0.14]0.33] 18 | 0.15 | 0.39 4 }016}o3) — | — | — —|—-—|- 5 | 0.11] 0.08 
Clothing, women’s, except millinery... 23 | 0.32 | 0.45 12 | 0.31 | 0.38 5 | 0.39 | 0.77 _ = — - — — -—-|- 
| ES ee ae er ll 0.12 | 0.20 6 | 0.16 | 0.26 — _ -— a — — -- a = _ oo - 
Other textile products................. 65 | 0.10 | 0.16 23 | 0.15 | 0.22 8 | 0.02 | 0.05 0.15 | 0.28 12 | 0.10 | 0.26 11 | 0.17] 0.21 
Forest products, total..................0.6- 80 | 0.28 | 0.29 13 | 0.35 | 0.21 9 | 0.17 | 0.39 0.33 | 0.45 18 | 0.15 | 0.13 24 | 0.49 | 0.41 
<4 ckds pwineghs > ses wsbe see os'e 45 | 0.33 | 0.35 12 | 0.33 | 0.21 6 | 0.22 | 0.50 0.32 | 0.47 7 | 0.45 | 0.33 9 | 0.55 | 0.60 
Lumber, timber, and other 
miscellaneous forest products........ 35 | 0.22 | 0.20 -- aa ~ = -- o 0.38 | 0.38 11 | 0.11} 0.10 15 | 0.46 | 0.34 
Paper and allied products, total........... 95 | 0.17 | 0.17 20 | 0.15 | 0.14 4 | 0.27 | 0.33 0.19 | 0.16 17 | 0.19 | 0.27 33 | 0.22 | 0.16 
Paper, writing, book, etc... ............ 22 | 0.26 | 0.26 4 | 0.33 | 0.41 — — ae 0.23 | 0.19 _ _ _ 9 | 0.35 | 0.28 
Paper, boxes and other paper products 56 | 0.11 | 0.14 10 } 0.06 | 0.11 — _ _ 0.13 | 0.13 14 | 0.10 | 0.25 20 | 0.20) 0.11 
| RARE Rp RE? 17 | 0.28 | 0.19 6 | 0.20} 0.14 = —_ aoe 0.93 | 0.33 —_ _ — 4 | 0.16] 0.21 
Printing, publishing and allied industries. . 76 | 0.45 | 0.45 14 | 0.41 | 0.48 —-ji-|- 0.55 | 0.40 10 | 0.34 | 0.53 38 | 0.72 | 0.48 
Chemicals and allied ose total....... 128 | 0.36 | 0.36 50 | 0.31 | 0.29 17 | 0.65 | 0.89 0.28 | 0.34 13 | 0.93 | 0.82 23 | 0.43 | 0.58 
Paints and varnishes.................. 64 | 0.55 | 0.62 14 | 0.65 | 0.56 13 | 0.58 | 1.03 0.27 | 0.33 9 | 0.70 | 0.85 14 | 0.96 | 0.93 
Pharmaceut:cals and proprietary 
Radice dh ehh hbshsbe cous 27 | 0.46 | 0.46 17 | 0.45 | 0.45 ae — — a oo _ - — 5 | 0.50 | 0.76 
Other chemical products............... 37 | 0.23 | 0.21 19 | 0.18 | 0.17 —_ —_ aay 0.34 | 0.38 — _ _- 4 | 0.02 | 0.16 
RAE hccctudeviers chbnescsosses ee 21 0.13 | 0.16 12 | 0.14} 0.16 _ _ _ 0.11 | 0.14 — _— _ _ - — 
SO eae 12 | 0.46 | 0.21 — ~- — — = — 0.27 | 0.15 - — _ o — | = 
Teather and its products, total............. 94 | 0.16 | 0.23 15 | 0.15 | 0.20 12 | 0.34 | 0.62 0.11 | 0.22 13 | 0.14} 0.14 37 | 0.17] 0.19 
ss chalet bene ea 34 | 0.18 | 0.25 8 | 0.15 | 0.20 5 | 0.48 | 0.77 0.29 | 0.41 4 | 0.23 | 0.22 11 | 0.08 | 0.26 
Leather: tanned, curried and finished. . 35 | 0.13 | 0.19 _— — —_ -- _ ~~ 0.09 | 0.20 4 }0.11]0.11 22 | 0.20} 0.16 
Other leather products........ vil 25 | 0.14] 0.26 6 | 0.30} 0.41 5 | 0.15 | 0.57 0.07 | 0.13 5 | 0.05 | 0.04 4 | 0.08 | 0.20 
Stone, clay and glass products............. 56 | 0.24 | 0.28 6 | 0.21 | 0.17 7 | 0.22 | 0.26 0.12 | 0.24 10 | 0.22 | 0.35 26 | 0.40 | 0.40 
Iron and steel and their products, total.... 163 | 0.09 | 0.08 41 | 0.09 | 0.06 19 |} 0.08 | 0.07 0.09 | 0.12 23 | 0.14] 0.19 59 | 0.07 | 0.0 
SI CASE a ch taken cals 15 | 0.14] 0.13 6 | 0.13 | 0.13 — -- - — — — — — -- _ — 
Stoves, ranges, steam heating apparatus 19 | 0.24 | 0.35 6 | 0.41 | 0.78 4 | 0.16 | 0.22 — — _ — - 5 | 0.32} 0.2 
Other iron and steel products. ......... 129 | 0.08 | 0.06 29 | 0.08 | 0.04 12 | 0.05 | 0.04 0.09 18 | 0.13 | 0.21 54 | 0.07 | 0.09 
Non-ferrous metals and their products, total 58 | 0.08 | 0.10 15 | 0.11 | 0.15 —_ ae ~ 0.16 13 | 0.24 | 0.23 21 | 0.02 | 0.02 
Jewelry and jewelers’ supplies......... 27 | 0.19 | 0.23 6 | 0.17 | 0.21 — _ — — 10 | 0.41 | 0.43 10 | 0.22 | 0.27 
Other non-ferrous metals.............. 31 | 0.06 | 0.06 9 | 0.08 | 0.11 — _ — 0.16 — ~ 11 | 0.01 | 0.01 
Machinery, not including transportation 
equipment, total.................... 218 | 0.36 | 0.36 51 | 0.40 | 0.37 10 | 0.24 0.15 0.68 | 1.00 84 | 0.32 | 0.30 
Electrical machinery, apparatus and 
MN LS 55Glcces kb Sinshabsee> seas 90 | 0.21 | 0.19 21 | 0.21 | 0.18 0.25 0.14 0.74 | 0.73 28 | 0.14 | 0.0 
Other machinery, apparatus and 
SIIIIIED. 02 sn v0 snnsce cvssgewsecece 128 | 0.54 | 0.58 30 | 0.68 | 0.69 0.17 0.15 0.65 | 1.09 56 | 0.42 | 0.40 
Motor-vehicle parts...............0.000++0- 43 |0.10] 0.13] 10 | 0.22 | 0.33 0.29 0.09 0.05 | 0.07] 15 | 0.06 | 0.08 
Miscellaneous industries................... 71 | 0.20 | 0.20 26 | 0.22 | 0.20 0.08 0.36 0.12 | 0.18 12 | 0.17 | 0.10 
MN ch xcncanbannpace 1590 | 0.18 | 0.20 483 | 0.18 | 0.19 0.14 0.24 | 0.30 454 | 0.15 | 0.18 
— Insufficient reports to show data. (Table 5 is shown on Page 51) 
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Why Jack Beats Bill. 


HAVEN'T SEEN ANY CHANGES IN 
Just GOT AN AUTOMATIC hee pay aaseet ova CUSTOMERS’ RATINGS. HOVE 


REDIT INTERCHANGE ON BLACK 
ht) ANS TOWN - HE IS DISCOUNTING NOW, You HAVE A GOOD TRIP, BILL! 
GO AFTER HIM FOR MORE f=} 
BUSINESS. GOOD LUCK? Yy | “= 
Te re. lh 
¥ . 
P REDIT DEPT, 
ff , ee 
Yl 


TAKE A LETTER...“SALESMAN JACK: 

{SEE YOU DOUBLED BLACK’S LAST 7°77: AM GLAD TO SEE BLACK AT 
ORDER. THAT'S GREAT worKk/” ANYTOWN GAVE YOU ALMOST 
AS MUCH BUSINESS AS THE 

LAST ORDER, ETC. ETC.” 


“DEAR MR. BLACK: THANKS FOR YOUR CHECK 
FOR YOUR ier ORDER. WE APPRECIATE THE / WELL, BLACK DISCOUNTED 


INCREASED Bos ines. ETC. €TC.” THIS TIME. HOPE HIS 
2" VOLUME HOLDS UP WITH US. 


2 
May @ 











1939 Adds to N. A. C. M. Traditions 


President Dan I. Bosschart Reports on 
Progress During Past Association Year 


The founders of our Association were men of un- 

usual vision and their premise was that of truth and 
w of right thinking. 

Down through the years the structure has been broad- 
ened and strengthened and today every member can be 
proud of The National Association of Credit Men and 
proud of all that it stands for. 

At the outset chaos, trickery, fraud, distrust and sus- 
picion ruled the credit world. Everyone was for himself 
and the “Devil took the hindmost.” Even the Devil him- 
self was occasionally taken for a ride. As things were 
then it could not have been otherwise. There was no 
national bankruptcy act, no defense against dishonest 
transfers and sales. Granting credit across a state line 
was extremely hazardous. Also, the exchange of credit 
information was carried on in a very limited way. 

Today the picture is different as a result of years and 
years of untiring effort and sacrifice. A union of mutual 
trust and intelligent understanding now exists. Credit 
managers, as a profession, have created a strong place for 
themselves in all industry, not perfect by any means and 
there is much work yet to be done. 

Every association, whatever its form, reflects the per- 
sonal qualities of its leader. In Henry Heimann we have 
a leader of outstanding vision and of outstanding ability. 
The National’s record of accomplishment in the past ten 
years reflects this. 

It has been a real pleasure to have had the opportunity 
of working with him—a man of high ideals, an outstand- 
ing economist and a very practical executive. Also, I have 
at all times been: very deeply impressed with the loyalty 
of the men and women that comprise the National staff. 

Notwithstanding that the entire membership (national 
and local) has been kept in touch with our many activi- 
ties and accomplishments, I would like to briefly review 
them at this time. 


The first will have to do with our legislative activi- 
ties :— 

Following the enactment of the Chandler Bill in 1938, 
it was possible for the legislative department to devote 
more attention during the past year to state legislative 
matters and to further improvement of the Association’s 
general organization for legislative work. 

As a member of the National Bankruptcy Conference, 
our representatives were invited by the Chief Justice of 
the United States Supreme Court to submit their views 
with regard to the revision of the general orders in bank- 
ruptcy. Many suggestions which were presented to the 
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court for the revision represented changes in the general 
orders. While all of these suggestions were not adopted, 
a number of constructive changes were made in the gen- 
eral orders, which will be of benefit to creditors and 
which will more than justify the efforts expended by the 
Association in that work. 

Our national and state legislative committees have 
been very active on the Par Clearance program and the 
Two-Bond laws, the latter which protects material sup- 
pliers on public works projects. Then also, there was 
considerable legislative activities having to do with the 
elimination of certain dangerous provisions in the trust 
receipt laws of California, Illinois, Indiana and Con- 
necticut. 

Of outstanding importance is the work done during the 
year in the field of taxation. A special taxation com- 
mittee was organized to take up all of the Association’s 
activities in matters of tax legislation. ‘The first work 
of that committee was to prepare a national tax survey: 
thousands of copies of which have been submitted to asso- 
ciation members. At the same time careful plans have 
been made for the most effective use of the data which 
will result from that survey including the presentation 
of a report to federal and state tax authorities and to 
legislators. Further information regarding this vitally 
important subject will later be presented to all of our 
members. 

In connection with the organization of legislative work, 
it should be emphasized again that every member should 
regard himself as individually responsible for the success 
of the Association’s legislative program. Despite improve- 
ments in the general legislative work, there is still a con- 
siderable amount of antipathy on the part of many local 
Associations. The legislative work yields very substantial 
dollars and cents benefits to our members and those bene- 
fits are in direct proportion to the amount of work which 
individual members and local Association officers devote 
to legislative work. This is clearly evidenced by the 
results in those states where our local Associations are 
effectively organized for the work and where member co- 
operation is adequate but there is no reason why similar 
accomplishments should not take place in all parts of the 
Association. 

Because of the fact that many state legislatures were 
still in session when this report was prepared it is not 
possible to give you a complete picture of legislative ac- 
complishments during the year. 

However, much has been done but there is much yet 
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maintaining in the nation’s capitol. 


to be done. Your Legislative Committee at all times 
needs your help. 

The best evidence of the continued activity and popu- 
larity of the Association’s Washington Service Bureau is 
the fact that service rendered by the bureau to members 
during the past year almost doubled. While most of 
these services were performed for individual member com- 
panies, some of them were performed for large groups 
of members who were interested in some matter involving 
an administrative department in Washington. The many 
voluntary testimonials received from our members that 
are using Washington Service Bureau adequately are the 
best evidence of the benefits which members 
can receive from that service if they use it in 
connection with their Washington problems; 
general information on government con- 
tracts, status of projects, status of claims 
pending against the government; general 
information regarding government purchas- 
ing and complete legislative information. 

Every member is urged to take advantage 
of this service which your Association is 


Educational accomplishments in the past 
year have been exceptionally gratifying and. 
worthy of comment. 

There are thirty-six very active chapters 
of the National Institute of Credit: twenty- 
one of which were organized or revived this 
year. Also the future plans include the 
establishment of National Institute Credit 
chapters in twenty-two additional cities. 

During the year, 9,000 copies of a new 
pamphlet “Forging Forward by Training in 
Credit” were issued to the various chapters for distribution 
to their scholars. Also, three hundred 50-page manuals 
were prepared and distributed to the various secretaries 
and educational committees during the past year. 

The enrollment by college trained men and women has 
greatly increased also, graduate and senior classes have 
been organized in several cities. 

A large number of Associations held bankruptcy forums 
which resulted in a better understanding of the new 
bankruptcy act. 

Also, the participation in the Tregoe essay competition 
this year is more than three times what it was last year. 
The greatest is‘in Class B, among university juniors and 
seniors. Seventy-three essays were submitted this year. 

Foreign Credit Inter-change: This department has been 
operated by the National for twenty years and is self- 
sustaining. It serves a very large group of exporters and 
each year issues approximately 60,000 reports. You will 
be interested in knowing that the percentage of reports 
issued upon inquiry is running about 75% and the average 
number of comments per bureau is in excess of 7. 

Also, the bureau has been cooperating with various 
local Associations in furnishing them with foreign credit 
reports for their members and in some cases has been 
able to render certain special services that have been in- 
valuable to the members of local Associations. 

Fraud Prevention: This work is being carried on in a 
very successful manner. ‘The activities in the past few 
years have been confined to an area in and about New 
York and Illinois and the New England states. How- 
ever, in the year just closed, the department handled forty 
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investigations and has reported twenty-four convictions. 
Seventeen are either awaiting trial or are fugitives from 
justice. On numerous occasions the department has been 
called upon for information regarding the activities of 
old offenders and it can be truthfully stated that a large 
number of racketeers, who formerly operated in the ter- 
ritory now being serviced have discontinued their activi- 
ties there and have gone elsewhere. 

This does not mean to infer that commercial crime as 
a whole has been wiped out but it does indicate that by 
complete checking and investigating, fraud of this char- 
acter can be reduced to a minimum. 

This is a self-sustaining department and 
those interested in the cases pay the toll. 

Public Relations: This department dur- 
ing the past two fiscal years broadened the 
scope of its activities: This has been par- 
ticularly true in trade publications and busi- 
ness magazine fields. During the fiscal year 
just ended, 99 magazines have carried articles 
about our Association. 

The Monthly Review of Business by the 
Executive Manager, in addition to direct 
mailing to each member is now also released 
in part to newspapers throughout the coun- 
try as well as being sent direct to a special 
list of financial editors, business and banking 
leaders, high government officials and mem- 
bers of the United States Senate. 

For the fiscal year just closed, in excess 
of 8,000 releases, featuring national and 
local activities, have appeared in our news- 
papers and trade journals throughout the 
country. The coverage of subjects was most 
complete. Chandler Act—Par Payment of Checks—Un- 
distributed Profits Tax—Educational—Development Pro- 
gram were features. 

Since every executive in the country reads the finan- 
cial pages of the daily press—the editorials—and his trade 
magazines he cannot help but gain a better conception of 
the importance of your work and the N. A. C. M. All 
of this publicity rebounds to your benefit. 

Last November our Public Relations department in co- 
operation with our Fraud Prevention department ar- 
ranged a nation-wide broadcast of a play based on the 
Association’s fraud prevention work. Many of the local 
Associations arranged their meetings to coincide with the 
broadcast so it was featured as part of the evening’s 
activities. 

Publications: “A monthly postgraduate clinic on cur- 
rent methods and practices,” is an apt description of 
our national magazine, Credit and Financial Manage- 
ment, recently made by a member of our National board. 
Just a glance through the pages of the last twelve issues 
of the magazine shows that Credit and Financial Man- 
agement has continued its progress during the year and 
stands upon its own feet as one of the tangible features of 
N. A. C. M. membership. ) 

Credit Manual of Commercial Laws, in its 32nd edi- 
tion, also has gained new friends and prestige for the 
Association during the past year. With 37 state legis- 


latures making changes in business laws during the past 
winter, the 1940 edition, which will be ready early in 
November, will be one of the most important in the long 
and useful tradition of this important N. A. C. M. pub- 
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lication. 

In June of last year the book “Bankruptcy Law of 
1938” was published. It met with unusual reader ac- 
ceptance and was very much worth-while. 

The sales of forms, financial statements, etc., showed 
a slight increase over last year. ‘The new insurance state- 
ment form was developed the latter part of the fiscal year 
and is now being used by a large number of members. 

“America’s Balance Sheet” by our own Mr. Heimann 
has just been published and is receiving gratifying re- 
ception from our members and also from executives and 
economists throughout the country. Promotion of this 
book will be continued: throughout the summer and your 
president recommends it most highly. 

Mr. Heimann has put his whole energy in this work 
without thought of personal‘ gain. It will interest you 
to know that the returns from this publication inures to 
the benefit of the national staff in the form of insurance. 

Interchange Bureau: At the National Directors’ meet- 
ing in New Orleans in January, the National Credit 
Methods and Practices Committee was definitely made 
a committee of action. This committee has since met and 
has put into effect new rulings which I am sure will be 
beneficial throughout the system. 

There has been a slight increase in membership and 
also as regards usage. Our Central Bureau records for the 
last calendar year show about a 2% increase, which 
means from 5% to 744% in the local bureaus. 

It is definitely my observation that wherever the bu- 
reaus afte putting proper promotion effort and contact 
. behind it, it is producing very fine results and apparently 
will materially effect developments during the coming 
year. 

Credit Interchange has been effected by the generally 
unsatisfactory business conditions of the past few months. 
However, usage has held up very well. 

During the coming year, I am sure that progress will 
be made in simplification and standardization in oper- 
ation which will have the two-fold effect of relieving the 
bureaus of a considerable amount of unprofitable and 
burdensome work and produce a better service. 

In my opinion, there is no substitute in our profession 
for Credit Interchange. Poor information, not poor judg- 
ment, causes most credit losses.” 

Credit Groups: These have been operating in our 
various locals for the past twenty-five years and are in 
addition to the Credit Interchange activities. My ob- 
servation has been that best results are to be had when 
every member of a credit group is required to also be a 
member of Interchange. 

Proceeding in our resume of our activities, I will next 
speak of the Adjustment and Collection departments. 

As you no doubt know, we have sixty-four approved 
bureaus, five of which operate branch offices, making a 
total of sixty-nine actual service units. Prior to this year, 
nine were operated by the service corporation and in the 
present fiscal year, three more—Baltimore, Atlanta and 
Richmond—were added. 

Thirty-three bureaus were inspected during the year 
and eight other bureaus were contacted for other than 
inspection purposes. A good job is being done. 

In my contact with many associations I find that the 
volume is up in some and down in others. This is true 
for both adjustment and collection volume. 

However, I am convinced that our failure to get col- 


lection volume is due more to our local bureaus’ lack of 
effort than to general conditions. Regardless of the bug. 
ness. that is available in the general field- of commercial 
collection agencies I believe there is. still ample volume 
available for the collection and adjustment bureaus of the 
National Association of Credit Men. It depends upon 
the support of the members and upon the promotional 
efforts of the local offices. 

Membership and Sales: Membership is the back-log of 
our Association and the development of all activities de. 
pends upon the size of our membership. 

Later in the convention a full report will be made by 
the chairman of the membership committee. 

Frankly, I am disappointed in the net increase. 

As regards resignations, we must give more thought 
and time to the retention of our present members and 
not permit them to resign. An ounce of energy used in 
retaining a member is equal to more than a pound of 
effort to secure a new one. Also, it is more difficult to 
resell a former member than a new prospect. 

Development Fund: Our Development Fund program 
has been in progress for about two and one-half years and 
has one and one-half years to go. 

While the fund which we realized was only approxi- 
mately 50% of the goal we had set, the program orig- 
inally promised was somewhat curtailed but the entire 
plan has been carried through in a very fine manner. 

Without it the outstanding accomplishments in our 
legislative, educational, Washington service and member- 
ship activities, could not have been carried on to the ex- 
tent that they were. The fund has been carefully ad- 
ministered by a special committee and our capable execu- 
tive manager, Mr. Heimann. Later in our program a 
complete report on the Development Fund will be made 
to the convention. 

Down through the years it has been my observation 
that credit managers take their Association too much for 
granted and also, they hold themselves too cheaply. On 
the other hand, some are only doing half a job. 

Many credit managers must raise their sights and ag- 
gressively value their true worth. They should obtain 
more recognition from top management. 

Few callings in the business world have the same 
importance as that of credit management. Some people 
view credit men in the light of collectors. Regretfully, 
I say that some of them are just that. 

True credit management, however, has a much wider 
scope. Today the credit manager must be an analyst, a 
student of economics, a good judge of human nature, have 
the ability to be an adviser and counselor with the cus- 
tomers on his firm’s ledgers, and be diplomatic, kind and 
tolerant. 

As credit men and as credit women you have every facil- 
ity today at your disposal to make you a better credit man- 
ager—every Association activity at your disposal to assist 
you in more intelligently appraising credits, and with 
quicker dispatch. 

The independence of the credit department must at all 
times be unassailable. However, your slogan should be 
“minimum losses with maximum sales.” Work close with 
your sales department. In this regard we have definitely 
entered into an era where large rewards will go to those 
who can successfully help solve the distributing problems 
of a business. 


“NI bespeak your loyal and whole- (Cont'd on P. 49) 


Ee ee ee es |S 





SAVE HOURS IN THE OFFICE 


by eliminating the handicaps 
that slow up office routine! 























The first step toward meeting the Hours 
Problem in an office is to survey the work 
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First Year of Chandler Act 


Review of Some Features of Bankruptcy Law 
of Special Interest to Credit Men 


By Paul H. King, Referee in Bankruptcy, Detroit, Chairman, 
_ National Bankruptcy Conference 


everyone, directly or indirectly,—a fact not generally 

recognized. For while the debtor and the creditor 

are immediately involved, the community and the 
business world generally are concerned. With nearly 
50,000. cases concluded during the last fiscal year, involv- 
ing a realization of more than 107 million dollars, the 
situation is one of major importance. Your own Bad 
Debt .Loss Survey, the results of which are now being 
published in your excellent journal, “Credit and Finan- 
cial Management’’, is concrete evidence of this fact. 

In a business failure, the tendency is naturally to blame 
the debtor, who through mismanagemerit or misfortune 
has fallen into financial difficulties. Primarily, he is the 
one at fault, although it is self-evident that he alone could 
not have gotten into a position where he is unable to pay 
his debts. Someone had to join with him in producing 
the situation,—in other words, someone had to extend 
the credit which created his liability. The old saying that 
“it takes two to make a fight” is equally true in bank- 
ruptcy,—it takes at least two people to bring about an 
insolvency, the debtor and the creditor. Both may be en- 
tirely blameless in the relationship; either one or both 
may be at fault; the debtor should have known better 
under the conditions than to incur the obligations; the 
creditor should have had more sense than to permit it to 
be incurred. To the extent that the result could not be 
foreseen and the chances taken were reasonable, the risk 
is considered good business, a “risk of the road”, which, 
if we are to have trade and commerce, cannot be avoided. 
In such event, obviously no one is to blame. It has ever 
been thus, since the dawn of civilization when possibly 
the untutored cave man made his stone utensils and sold 
them to his neighbors. It is true today, and no matter 
what form business takes, it will be true tomorrow. 
Wherever there is trade, there is credit and conversely 
debt ; wherever there is debt, there is inability to pay it, 
and therefore insolvency ; and wherever there is insolvency, 


Be subject of bankruptcy is one which concerns 
w 


there is in every well regulated government some means’ 


of clearing away the financial wreckage, and we have 
bankruptcy. 


Other Popular Misconceptions 


The bankruptcy act and the bankruptcy court are 
blamed for many things, because largely someone or some- 
thing must be blamed, and they are sufficiently impersonal 
to be charged with the responsibility. It is but human 
in misfortune to blame someone else. I had a friend one 
time who lost heavily in the stock market. Did he blame 
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himself? No, he most certainly did not,—he blamed his 
broker. So, we find the bankruptcy law being charged 
with the responsibility for tremendous losses in the busi- 
ness world, the fact that the losses would be there just 
the same, whether there is a bankruptcy law or not, being 
conveniently overlooked. 

We find the charge that the law and its administra- 
tion are wasteful. There is no question that there is a 
tremendous waste, but this is rather the fault of the con- 
ditions and the people involved. Approximately eighty- 
five percent of the loss takes place before the case ever 
reaches the court, and out of the remaining fifteen per- 
cent some people seem to expect the court to work mira- 
cles. As Judge Remington once said in my hearing, 
“There is no mysterious alchemy in the bankruptcy court 
which can transform the dross and dregs of a wrecked 
business into golden dividends with which to shower the 
creditors”. It just cannot be done. 

Many do not understand why it is not possible for 
someone to sit down and write a bankruptcy law that 
will meet all conditions and endure for all time. They 
overlook the fact that bankruptcy is an incident of trade 
and commerce, that these are not static, that conditions 
change and business methods and practices change. This 
is not the same world as the one in which the bankruptcy 
act of 1898 was first written,—the automobile, the radio, 
the aeroplane and their attendant changes have revolu- 
tionized and transformed our world. In many things, we 
have almost eliminated time and annihilated space. The 
nations of the earth, instead of being remote and isolated 
from each other, are brought into the closest proximity. 
We, therefore, in the writing of our bankruptcy statutes, 
must frequently revise and amend, in order to keep pace 
with changing conditions in a progressive world. Our 
experience is but that of every other civilized country. 
England, for example, has had forty laws during the last 
four hundred years. 

Although roundly abused and sharply criticized, our 
bankruptcy law is in my opinion one of the best on our 
statute books, and in the main, is one of the best admin- 
istered. 

While more than three hundred changes were made in 
the Act, even the enumeration of which would, of course, 
be impossible in this comparatively brief discussion, these 
may be resolved into, or classified under, ten general 
objectives as follows: 

1. To clarify certain of the definitions and to add 
desirable new definitions; to straighten out the state- 
ment of the acts of bankruptcy in order to avoid the 
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present overlapping of the third and fourth acts; and 
to enlarge the fifth act the better to cover and curb 
equity receiverships ; 

2. To increase efficiency in administration ; 

3. To make clearer the provisions relative to the 
jurisdiction of the bankruptcy courts; 

4. To improve the procedural sections of the Act; 

5. To tighten up the provisions for the enforcement 
of the criminal provisions of the law; 

6. To minimize evasions by bankrupts and to grant 
certain new privileges in favor of bankrupts; 

7. To make more effective the discharge provisions 
of the Act; 

8. To perfect the sections relative to preferences, 
liens and fraudulent conveyances, and the title of the 
trustee ; 

9. To provide a more workable partnership section ; 

10. To prescribe improved procedures in the so-called 
“relief provisions” of the Act for individual composi- 
tions and extensions, corporate reorganizations, wage- 
earner amortizations and real-property arrangements; 
and 

In geheral, to modernize and bring up to date the 
bankruptcy law of our country. 


Principle of “Creditor Control” Preserved 


As a general proposition, it should be pointed out that 
the principle of “creditor control” has been fully retained. 
There has been the charge dating back to the Donovan 
Report, so-called, in 1930, that “creditor control” has 
broken down; and consequent proposals based on this 
charge that administration should be taken from the 
creditors and put under the supervision and direction of 
a central governmental bureau. Such was the proposi- 
tion embodied in the Hastings-Michener Bill of 1932, 
which was the result of the survey made by the Depart- 
ments of Justice and Commerce ir 1931 following the 
Donovan Report and the scandals which arose in the 
Southern District of New York in 1929. 

The idea of bureaucratizing the administration of the 
bankruptcy law fortunately did not appeal to Congress, 
and the bill did not become a law. It was then that the 
National Bankruptcy Conference came into being. Its 
work was accepted and it now is known as the Chandler 
Act. While the Conference produced the substance of 
the bill, too much credit cannot be given to Congress- 
man Chandler, of Tennessee, for his very able and de- 
voted sponsorship of the measure in the House and for 
the fine collaboration of Senator O’Mahoney, of Wyom- 
ing, in the Senate. But for their splendid efforts, all of 
the hard work of the Conference would have gone for 
naught. 

“Creditor control” is basic, the theory being that when 
a debtor becomes insolvent,—owes more than the sum 
total of his assets—what property he has over and above 
his legal exemptions belongs to his creditors, who through 
a trustee elected by them have the right to administer it 
under the supervision of, the court. 

Creditors have control of the initiation of the proceed- 
ing in an involuntary case; the selection of the trustee in 
all cases; through him the administration of the estate, 
including liquidation and distribution; and, finally, in- 
directly the discharge of the debtor. They do have con- 
trol, as they should have, but frequently they very largely 
leave the responsibilities to the courts. This control has 
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been strengthened by the new law through the provision 
for official creditors’ committees, and it is to be hoped 
that creditors will seize upon this and make it truly 
effective. 


Four Points of Interest 


While the credit man may be interested in many more 
phases of a bankruptcy case, there are at least four, it 
seems to me, in which he would normally be vitally con- 
cerned. 

In the first place, he wants all of the information he 
can possibly secure; second, he wants to know whether or 
not there is a possibility of a realization; if so, how great; 
and what he must do to secure it; third, if there is to 
be a recovery, he wants expeditious action in obtaining it; 
then, finally, in the bankrupt or anyone associated with 
him has been guilty of wrong-doing, he wants that wrong- 
doing punished, either by the denial of the discharge or 
by invoking the penalties prescribed by the law, or by 
both. In brief, the Credit Man wants and should have 
full information, a realization as large as possible, ex- 
peditious action and the inflicting of punishment for any 
wrong-doing. 

The Chandler Act endeavors to meet more adequately 
than ever before these requirements of the credit man. Let 
me briefly point out the ways in which these very proper 
demands are more fully met. I can do so but briefly, of 
course, for space does not permit of extended discussion. 
What I shall say, however, I hope, will point the way 
for individual analysis and study. 

1. Statements of Affairs—I have always maintained 
that, even if the debtor cannot pay his creditors, they 
are at least entitled to know what he did with their 
money or property, and, therefore, that the fullest in- 
formation should be made available through searching 
examinations and investigations. As a basis for these the 
new law provides a splendid device, the “Statement of 
Affairs”, required to be filed within five days prior to 
the first meeting of creditors. At the suggestion of the 
Conference, two forms have been prescribed by the su- 
preme court in the new general orders or general rules 
in bankruptcy,—one for debtors engaged in business and 
one for debtors not so engaged. In these Statements of 
Affairs, debtors are required to set forth general informa- 
tion about their condition not contained in the bankruptcy 
schedules. These statements will serve not only as the 
basis for examinations and investigations, but as valuable 
reference documents in the court files. : 

2. Examinations—Another of the great improvements 
in the law is that of making examinations of bankrupts 
mandatory,—there must be an examination in every case. 
All restrictions imposed by state laws as to the examina- 
tion of the spouse of the bankrupt are removed.. Hostile 
witnesses may be examined by the receiver or trustee as 
if under cross examination, the examiner not being bound 
by the answers. The new rules of civil procedure with 
reference to discovery are made applicable. 

It will be evident, I am sure, that new sources of in- 
formation have been opened up and new and effective 
means provided for securing it. 


Second—Realization 
Major Procedures—Naturally, the credit man is first 
concerned with the procedure which he must follow in 
order to bring about a realization, and this fact calls for 





Ss Ss Sa « so ee 
























a brief discussion of the various steps to be taken. 

At the outset, it is important for him to know that 
under the new law there are. various proceedings pro- 
vided to fit differing situations. If the case is one in- 
volving a “straight” bankruptcy, so called, he has, as be- 
fore, the possibility of its being either a voluntary matter, 
that is, one instituted by the debtor himself, or an involun- 
tary bankruptcy, one which he, the credit man, may 
begin, if the total number of creditors is less than twelve, 
or one, in the event of a larger number, which he with 
two other creditors, may inaugurate. 

If the conditions are such that a liquidation may be 
avoided, it may be that the difficulties can be overcome 
through an “Arrangement”, a proceeding very much like 
the old “Composition”, only much more flexible. This 
is purely a voluntary method, which can only be followed, 
if, in the first place, the debtor can be persuaded to take 
it, and, second, if it will meet the situation. It may be 
used not only by individuals and partnerships, but by 
corporations, if no reorganization of capital structure is 
necessary and there are no secured debts. 

In the event that the debtor is a corporation and relief 
cannot be obtained under an “Arrangement”, a third pro- 
ceeding is available, known as a “Corporate Reorganiza- 
tion”. This may be brought about either by the debtor 
of its own accord or by three creditors, whose obligations 
total at least $5,000. As its name indicates, it can only 
be used with corporations, and only then, as I say, in 
case the problem cannot be solved in an “Arrangement” 
proceeding. 


Two New Proceedings 


These are the major proceedings, but the law has pro- 
vided two new special ones in addition to those already 
existing. ‘Technically, I suppose I should say three, al- 
though the third one will never concern credit men. The 
special procedures, as I am terming them, already exist- 
ing were those for Agricultural Extensions and Composi- 
tions under section 75 and Railroad Reorganizations un- 
der section 77. The new ones are Real Property Ar- 
rangements under Chapter XII and Wage-earner Plans 
under Chapter XIII, also the third one added to the bill 
in the Senate, “Maritime Liens”. In all probability, the 
majority of credit men will not have occasion to become 
involved in any of these five so-called special procedures, 
for they will be the exceptions rather than the rule. 

With regard to involuntary bankruptcies, there is an 
important change in the providing of a new act of bank- 
ruptcy,—the appointment of a receiver or trustee for a 
debtor’s property not only when he is insolvent, but when 
he is unable to meet his obligations as they mature. While 
this sounds very simple, it is, indeed, a very great change, 
because it brings into bankruptcy administration the 
equity concept of insolvency, and, it might be of interest 
to add, the European concept. 

Suppose we discuss, and but briefly, some of the prin- 
cipal changes in bankruptcy procedure, both voluntary 
and involuntary. 

Involuntary Cases—In the initiation of an involuntary 
case, a relative or employee of the bankrupt and, if a cor- 
poration, the stockholders, directors or trustees and offi- 
cers are not to be included in computing the number of 
creditors to ascertain whether there are twelve or less; 
neither are creditors who have participated in the act of 
bankruptcy or are preferred or are fully secured. 





After the involuntary petition is filed, creditors are 
not now permitted. to come in and oppose the involun- 
tary petition, for usually the only purpose of their opposj- 
tion is to protect preferences. 


Both Voluntary and Involuntary 


Election and Removal of Trustee—Some important 
changes have been made in this connection. The law now 
prohibits relatives and, if the debtor is a corporation, 
stockholders, directors and officers, from voting in the 
selection of the trustee. The domination of administra- 
tion by small creditors or the blocking of the election of 
a trustee by the substantial creditors is eliminated through 
the provision that claims of less than $50.00 shall not 
be counted for number, but shall be included in amount, 
The court now fixes the bond of the trustee instead of 
the creditors, and may remove on its own motion, with- 
out complaint by creditors, the trustee in any case. 

Filing of Claims—There have been material changes in 
the provisions for the filing of claims. The six months’ 
period now dates from the first date set for the first 
meeting of creditors instead of from the date of adjudica- 
tion. This will, of course, operate to extend the time. 
The limitation applies to governmental claims, which was 
not formerly the case, except that the court may for 
cause shown grant an extension. Contingent and un- 
liquidated claims may now be filed and may be deter- 
mined, if their determination will not too greatly delay 
the administration. 

Creditors’ Committees—An innovation in the Chandler 
Act is the provision for creditors’ committees. ‘These may 
be had in any normal bankruptcy case or in an “Arrange- 
ment”. They are not appointed in Corporate Reorganiza- 
tion cases under Chapter X. Committees have no ad- 
ministrative function, but “may consult and advise with 
the trustee in connection with the administration of the 
estate, make recommendations to the trustee in the per- 
formance of his duties and submit to the court any ques- 
tion affecting the administration of the estate”. This 
provision, of course, is designed to strengthen creditor 
control and to make it still more effective. It is to be 
hoped that extended use may be made by the courts on 
the initiative of creditors. Effectiveness will obviously 
depend largely on the creditors in any case,—in other 
words “it’s up to you”. 


Provisions Designed to Increase Realization 


Numerous changes have been made in the law to facili- 
tate recoveries, to eliminate priorities, to bring in certain 
after-acquired assets and thereby increase realizations. 

In facilitating of recoveries, the most important of these 
amendments are those requiring the filing by the bank- 
rupt, on order of the court, of a cost inventory of his 
merchandise or other property as of the date of his bank- 
ruptcy. This will greatly facilitate “turn-over proceed- 
ings,” so called, in which there is usually difficulty. 
Another is the coordination of proceedings in other courts 
with the bankruptcy proceeding. In this, receivers or 
trustees appointed in proceedings not under the Act and 
even assignees for the benefit of creditors and agents 
authorized to take possession of or to liquidate property 
may be required to deliver it over to the bankruptcy re- 
ceiver or trustee and to account to the bankruptcy court 
for the disposition by them of ‘the property of the bank- 
rupt, provided that the appointment of the receivers oF 


rr ee .. «6 sb « 6 «60 «0 6 = OB we oes ve ee es Ses e ) oe 





tant 
now 
‘ion, 

the 
tra- 
1 of 
ugh 
not 
unt, 
| of 
ith- 


$ in 
ths’ 
irst 


me, 
was 
for 


ter- 
lay 


ler 


ge- 
Za- 
ad- 
ith 
the 


es- 
his 


tor 


on 
sly 
ler 


in 


Se 
k- 


Lis 


eee y 


FAM OU S$ 


ee eee 


x 


J OHN PAUL J ONES 


ft 
eee & & 


2 





Jom PAUL JONES, the son of a gardener, was born at 
Arbigland, Scotland, on July 6th, 1747. As a sailor boy 
he made several voyages to these shores and in 1773 fell 
heir to property in Virginia and decided to make America 
his home. Illustrated above is a photograph of his American 
home at Fredericksburg, Virginia. He was the first to hoist 
the American flag on a man-of-war, and his exploits as an 
American naval officer, which reached their zenith in the 
battle between the Serapis and the Bon Homme Richard, 
proved him to be a fighter of dauntless courage. 

Some historians have pictured him as a rough seafaring 
man possessing many of the characteristics of a buccaneer 
or pirate; but Miss Edes-Herbert, the daughter of a British 
agent in Paris, paints a very different picture of our great 
naval hero, whom she met at a salon of the Marchioness 
de Marsan. Here is her remarkable description: —“A man 
of about thirty-eight years, five feet seven inches tall, slen- 
der in build; of exquisitely symmetrical form, with a notice- 
ably perfect development of limb. His features are deli- 
cately molded, of classical cast, clear cut, and when ani- 
mated, mobile and expressive in the last degree, but when 
in repose, sedate almost to melancholy. His hair and eye- 
brows black and his eyes large, brilliant, piercing, and of 
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a peculiar dark-gray tint that at once changes fo lustrous 
black when he becomes earnest or animated. His eyes are, 
in fact, his most remarkable feature, and are the first to 
attract the attention of those whose good or ill-fortune it 
may be to come in contact with him. 

“His complexion is swarthy, almost like a Moor, doubt- 
less due to having spent the best part of his life at sea on 
tropical voyages. He is a master of the arts of dress and 
personal adornment... . His bearing is that of complete 
ease, perfect aplomb, and also martial to the last degree, 
but he has a supple grace of motion that relieves his pres- 
ence of all suspicion of affectation. 

“To all these charms of person he adds the power of 
conversation, a store of rare and original anecdotes .. . 
He speaks English, French and Spanish and has the most 
musical and perfectly modulated voice ever heard.” 

Thus did John Paul Jones appear to the fair sex of an 
enemy country. He died on July 18th, 1792, in Paris. 
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trustees, assignees or agents was within four months of 
the bankruptcy. Upon such an accounting, the bank- 
ruptcy court may re-examine and determine the propriety 
and reasonableness of all disbursements and, if the pay- 
ment has not been approved, on notice to creditors and 
other parties in interest, by a court of competent juris- 
diction prior to the bankruptcy, surcharge such receivers 
or trustees, assignees or agents with the amount of any 
disbursements determined by the court to have been im- 
proper or excessive. 

A third change in this connection is with regard to 
ancillary proceedings, or those conducted in other juris- 
dictions than the one in which primarily the case is 
pending, but under the Act, as amended, these will be 
less frequent and will not therefore often come within 
your routine activities. In general, it may be said that 
ancillary procedure has been “straightened out”, and the 
confusion heretofore existing avoided. 

Much has been accomplished for general creditors 
in the elimination of state priorities. Taxes, of course, 
are not affected, but all other priorities given by State 
laws, except for rent in some of the states are abolished. 


After-Acquired Assets 


The bringing in of certain after-acquired assets is 
“brand new”, and represents an important departure in 
our law. Heretofore, the adjudication has been a “cut- 
off”, so to speak,—everything in the way of property not 
exempt which the bankrupt had prior to the adjudication 
has been considered to belong to the creditors, while 
everything he acquired after that has been his. So much 
criticism has been heaped upon the law because of the 
occasional inheritance coming to the debtor soon after his 
adjudication, in which creditors have not been allowed 
to participate, that the Bankruptcy Conference included 
a provision that any property coming to a debtor within 
six months after his adjudication or any other property 
through inheritance, remainder, the termination of estates 
by the entireties, and similar interests inure to the benefit 
of creditors. While most interesting in its legal phases, 
it is not expected that it will produce substantial prac- 
tical results, although in occasional cases it may be helpful. 

General creditors will be greatly benefited by the 
clarifying of the provisions with reference to preferences, 
liens and the title of the trustee. A clear cut definition 
of a preference is provided and the procedure for recovery 
plainly defined. The substance of the Uniform Fraud- 
ulent Conveyance Act is included within the lien section 
and the title of the trustee is extended. Also, under the 
new law title vests from the time of the filing of the peti- 
tion in bankruptcy rather than from the date of adjudica- 
tion. 


Third—Speeding up the Proceedings 

Shortening Administrative Periods—Prompt action in 
administration is promoted by numerous amendments. 
Procedure generally has been speeded up by the shorten- 
ing of administrative periods. The time for the filing of 
schedules by an involuntary bankrupt has been reduced 
from ten days to five days and a voluntary bankrupt is 
required to file his schedules with his petition, as was 
the case prior to 1926, instead of within ten days after 
the filing. Again, the period within which service of the 
petition in involuntary proceedings shall be returnable is 
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reduced from fifteen days to ten days, unless the court 
shall, for cause fix a longer time. In service by publica- 
tion, the return day is made five days after publication 
instead of ten, and but one publication is required instead 
of two, thus saving an additional week. Trustees’ bonds 
are now required to be filed within five days instead of 
ten days from the date of appointment, and the provision 
is made applicable to receivers as well. In sales, the court 
is permitted, on cause shown, to shorten the time of 
notices or to order an immediate sale without notice, 
Where there are unclaimed dividends, the time for hold- 
ing them has been reduced from six months to sixty days, 
and cases may thus be closed four months earlier than 
heretofore. Finally, giving the bankruptcy court sum- 
mary jurisdiction in the enforcement of the obligations 
of bonds, the determination of the value of securities, the 
recovery of excess dividends, and the setting aside of 
preferential liens cannot help but expedite the proceedings. 

Procedural Improvements, Generally—Of the improve- 
ment of the procedure generally there are many instances. 
Among these may be mentioned the enlarged jurisdiction 
of referees. As you undoubtedly know, their powers and 
duties have been extended to include the granting or 
denial of discharges in bankruptcies, or revoking them, 
and to the confirming or refusal to confirm Arrangements 
or Wage-earner Plans, or setting them aside. Provision 
is made for the reference of cases to referees prior to ad- 
judication for the purpose of supervision. A progressive 
new section on partnerships, straightening out many of 
the difficulties of this complex subject in bankruptcy, is 
provided. ‘The practice on appeals which has troubled 
lawyers for forty years has been simplified. Receivers 
have been given a new and definite status in bankruptcy 
administration which will be most helpful in preliminary 
proceedings. 

From the standpoint of the bankrupt, and credit men 
will, I am sure, approve, the discharge provisions of the 
Act have been very greatly improved, it being unnecessary 
for the debtor to file an application for discharge, unless 
a corporation, as the adjudication is now an automatic 
application. On the other hand, the position of the 
creditor in discharge proceedings is greatly strengthened. 
The trustee may oppose the discharge without the un- 
necessary and cumbersome formality of securing formal 
authorization from creditors and, in the public interest, 
the United States Attorney when requested by the court 
is required to examine into the acts and conduct of the 
bankrupt and, if satisfied that probable grounds exist for 
the denial of the discharge and that public interest war- 
rants, to oppose the discharge in like manner as provided 
in the case of a trustee. 

While the bankruptcy proceedings are pending, the 
statutes of limitation are suspended, so that in the event 
of the failure of the proceedings, time has not run against 
the claims of creditors. 


Tightening up Criminal Provisions 

The fourth objective of the credit man, punishment 
of the bankrupt if the facts warrant, has been made more 
sure and certain, the alternative of a fine or both fine 
and imprisonment having been added, because of the be- 
lief that convictions have been difficult to secure in 
the past on account of the unwillingness of juries to con- 
vict when the only punishment prescribed is imprison- 
ment. The alternative will undoubtedly be helpful in 
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ica- be inflicted.» Concealment- of. assets is 
on made a continuing offense until the dis- 
ead charge of the bankrupt, and the penal 
nds provisions of the statute have been ex- 
of tended to cover the new procedures as 
ion well as bankruptcy proper. 

urt We are all concerned, of course, as 
of to how the new law will work. The 
ice, old adage “that the proof of the pud- 
Id- ding is the eating”, is certainly ap- 
ys, plicable here. No matter how well- 
lan intentioned or well-designed the law 
‘m- may be, if it does not produce the de- 
ns sired results, then is our effort in vain. 
the Happily, we can feel that the exper- 
of ience under the Chandler Act, which 
gs. took effect on the 22nd day of last 
ve- September, though limited, is good, and 
es, we can take assurance for the future. 
on 

nd Conclusion 

or My concept of the bankruptcy law 
m, is, that it is not only a necessary 
its economic device, but it is a_ social 
on agency. There is much more to it than 
d- the charging off of commercial losses, 
ve substantial though they are; than the Y. 
of grinding out through judicial processes OU’RE glad now that you did take out Blan- © 


is of a large number of bankruptcy cases ket Residence Insurance. But remember how 


a et Serene Sree wer ou tried to stall-off your U. S. F. & G. Agent? 
rs debtors who are unable to meet their y 2 4 
cy obligations. If there were no more to How he kept after you until you bought? 
ry the process than that, it would, indeed, It’s your turn to thank him now. And you will, 

be dull and dreary and unworthwhile. i . 
- Instead of these drab attributes, we too—for his persistence, and for the prompt and 
he can, it seems to me, vitalize the whole equitable way the U. S. F. & G. settled your 
ry matter by considering in the first place claim. 
SS that a constructive service is being ren- : 
ic dered through the clearing away of the Burglary was only one of the sevens a ” 
he unavoidable wreckage incident to trade losses covered by your Blanket Residence policy. 
d. and commerce. Unfortunately under a.” o 
n- our system but a comparatively few , 
al eer weitieeswameenl Ula Ba Mees om Your U. S. F. & G. Agent is one of 9,000 located 
t, a variety of causes,—they may be im- throughout the country. He’s in touch with 
rt practicable to begin with, inadequately countless business and personal insurance prob- 
we financed, improperly managed, dis- lems. It’s his job to help you. Look him up in 
or placed through obsolescence or over- ‘ . 
Ye taken by conditions: beyond control. the telephone book—and give him a call today. 
d This wreckage is bound to occur. Per- 

haps we should be wise enough, pos- 
ie sibly we will be some day, to avoid 
it much of it. We might well be think- i e 8 rs 
st ing in terms of prevention. Perhaps 
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we should say to the person about to 
engage in business “you must have a 
practicable project; you must be ade- 


it quately financed; you must furnish HOME OFFICES: BALTIMORE 

re proper management; you must provide 

1e a reserve against business misfortune or “Consult your A gent or Broker as 
t depression; you must establish a sink- 


you would your Doctor or Lawyer’ 


n ing fund to refinance your business in 
1- case the march of time depreciates it”. 
1- We have not yet arrived at that stage, 
n and it may be that (Cont'd on p. 48) 
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I am privileged to repre- in an appraisal of responsi- have | 

sent the insurance busi- bility will call for an ac- two b 

Wu ness. Ours is not a sci- Insurance and its relation to credit had an curate survey of insurance - : 
ence, nor a_ profession, important place in the 44th Credit Congress coverage.” ade 

but a business, dependent for in Grand Rapids last month. ; A number of That this enormous loss John | 
its successful operation upon addresses were made before industry group was partly due to insufficient Cra 
: 7 sessions on various phases of this subject. : : : ber 1! 

the same practical considera- On Thursday morning Laurence Falls, Vice insurance is the considered lie 
tions upon which you depend President of the American Insurance Com- opinion of your Executive coms 
in your businesses. You gen- pany of Newark, and President of the Insur- Manager — not mine, nor befor 
tlemen are primarily con- ance Institute of America, discussed this sub- that of any insurance man. amou 
cerned with credits and the ject and presented a plan for closer coopera- Observe the stress Mr. Hei- of E 
business of sound credit ex- tion between the insurance industry and the mann then laid upon an ac- yd 
tension. You, and we in the credit fraternity on the matter of providing curate survey of insurance aa» 
insurance business, have a the credit appraiser with information about coverage in an appraisal of accou 
common interest and responsi- insurance coverage of his customers. The responsibility. merc 
bility—we are both in the following text of Mr. Falls’ address Gives a Following a survey by your cash 
: : very comprehensive discussion of his plan rot ae . E. 
business of conservation. which is aimed to enlist the services of some Association into the e xtent Who 
Produce and animals are 150,000 insurance agents as sources of credit to which credit men had in- trust 
raised; raw materials are information as it applies to insurance cov- vestigated the insurance pro- Justi 
manufactured into usable erage. tection carried by credit ap- ‘= 
products; bridges, buildings, plicants, the New Jersey As- Crai 
ships and railroads are built; sociation of Credit Men gave whic 
and wealth is created which an entire evening meeting, out | 
will finance continued agricultural, industrial and finan- in November, 1936, to the consideration of insurance and plea 
cial progress, if that accumulated wealth be not invested what it could do to help them in their jobs. They wanted - 
nor loaned except where it will be secure, and if it be to know how insurance could be employed to more and <r 
conserved and protected against dissipation by the natural better advantage in the extension of credit, and particular- afte 
hazards to which it is subject, and the artificial perils ly they wanted to know how a credit man could find out had 
which each advance of civilization brings. if the applicant carried adequate insurance. The insur- : ~ 
Energy, initiative, and ambition can be encouraged to ance statement form was then prepared, revised, and : j 
contribute to the creation of more wealth, and to sustain finally adopted by the Insurance Committee of the Na- Jan 
the people in gainful employment, if men can borrow the tional Association of Credit Men at your annual meet- issu 
use of other’s money to finance their undertakings. ing, in San Francisco, a year ago. This form was again hea 
Money, which man can neither eat, nor wear, nor use revised last December under the valuable guidance of = 
for fuel, can go to work and earn a return, if you and Risk Research Bureau, and many, if not most, of you pi 
your principals can extend credit to other businesses with have seen or used it. That form met some of the objec- Or 
reasonable prospect that your money will be safe in those tions which you older credit men will remember were cri 
hands. By experience you have learned that men of in- faced by the financial statement when it was introduced vd 


tegrity, engaged in sound, lucrative enterprises, have 
failed in their engagements to return the moneys they 
borrowed, and have failed to meet their credit obliga- 
tions, because the occurrence of an unforeseen catastrophe 
has wiped out their assets, and interrupted or permanent- 
ly destroyed their earning power, upon which factors 
their credit standing was based. Mr. Henry Heimann, 
Executive Manager of the National Association of Credit 
Men, said to the Chamber of Commerce of the United 
States: “From the bitter experience in the past credit 
executives know the terrible toll that has been taken of 
business because of careless managements that failed to 
recognize the need of insurance. One of the final checks 
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in passing upon credit. 

The practical value of any assistance in credit analysis 
could be obtained best from practical credit men, and so 
we met again with our friends, the members of the New 
Jersey Association of Credit Men, and throughout a long 
evening meeting we discussed the use of the insurance 
statement form. Some credit man said that to insist upon 
this filing of additional information by the customer of 
his house would create sales resistance; that the salesmen 
objected to its. use because it was hard enough these days 
to get an order with no questions asked of the customer ; 
and, most important of all-to insurance men, some very 
friendly and thoroughly (Cont’d on p. 43) 
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Two convicted for credit 
frauds in Oklahoma City 


Oklahoma City—Local credit executives 
have been watching the recent progress of 
two bankruptcy cases. One concerned a 
retail auto supply store at Enid, which had 
been operated by Gus Craig and the sec- 
ond case concerned an individual named 
John Farris. 

Craig went into bankruptcy in Novem- 
ber 1936, and the trustee took over assets 
from which he received $5,000 in cash. 
Examination indicated that some months 
before bankruptcy, Craig had sold a large 
amount of auto supplies to one Alma Fritz, 
of Emporia, Kansas. All other transac- 
tions had gone through the books but the 
money supposedly received from Miss Fritz 
did not go through the books nor the bank 
account. Craig testified that he sold this 
merchandise to Miss Fritz and was paid in 
cash and that he then spent all of it. 

E. E. Barbee, Secy.-Mgr., Oklahoma 
Wholesale Credit Men’s Assn., was elected 
trustee and worked with the U. S. Dept. of 
Justice in an investigation covering five 
As a result it developed that the 
sale to Alma Fritz was a fraudulent sale. 
Craig’s relatives raised $7,500 in cash 
which was turned over to the trustee with- 
out reservation and Craig and Alma Fritz 
pleaded guilty. 

Both were sentenced to 15 months in the 
penitentiary and both put on probation and 
creditors received 91 cents on the dollar 
after all the expenses of the bankruptcy 
had been taken out. Mr. Barbee received 
a splendid letter from J. Edgar Hoover 
after this case was closed. 

John Farris went into bankruptcy in 
January 1937. Prior to bankruptcy he had 
issued a financial statement showing a very 
healthy business condition but at the time 
of bankruptcy most of the assets listed in 
the statement were gone. Mr. Barbee was 
elected trustee and secured a Turnover 
Order for $8,000. The Judge recommended 
criminal prosecution and the Department 
of Justice worked on this with the result 
that Mr. Farris was indicted and sentenced 
to 18 months in the penitentiary and is 
now serving his term in the Federal peni- 
tentiary. 


F.C. 1. B. active in 
Foreign Trade Week 
New York—The N.A.C.M. Foreign 
Credit Interchange Bureau actively sup- 
ported Foreign Trade Week in New York, 
May 21-27. Kenneth H. Campbell, Man- 


ager, Foreign Credit Interchange Bureau, 
was chairman of the Speakers Bureau of 


the New York Foreign Trade Week Com- 
mittee. 


H. J. Berthold, St. Louis, and Albert Siegel, 
Chicago, win annual Tregoe Essay Contest 


New York—Winners in the fourth annual J. H. Tregoe memorial prize essay com- 
petition, which is conducted annually by the National Institute of Credit of the N.A.C.M., 
were announced at the recent Grand Rapids Convention of the N.A.C.M. The first 
prize in class A, which includes past and present students of the National Institute of 


Credit, went to Harold J. Berthold, mem- 
ber of the St. Louis Chapter, for his 
paper entitled, “Little Junior, What Now?” 
In class B, which comprises students in 
accredited schools of commerce throughout 
the country, Albert Siegel of the University 
of Chicago was the winner with a dis- 
cussion of the subject, “Limitations of 
Utilizing Accounting Information for 
Credit Purposes.” Each of these indi- 
viduals received a cash award of $100.00. 

The remaining winners in class A were, 
second, Carleton A. TerBush, of Drexel 
Hill, former member of the Philadelphia 
Chapter, whose subject was “Do and 
Over-Do—The Evolution of a Collector;” 
third, William A. Duvel of Boston, former 
member of the National Institute of Credit, 
whose subject was, “Bankruptcy—Creditors 
Before, During and After;” and fourth, 
Allen Rogers of New York, present mem- 
ber of the New York Chapter, whose sub- 
ject was, “Any Working Capital Needed?” 
Second, third and fourth prizes carried cash 
awards of $40.00, $20.00, and $10.00 re- 
spectively. 

Second, third and fourth prizes in class 
B were awarded respectively to the fol- 
lowing: Carl E. Long of Louisiana State 
University, whose subject was, “The Use 
of Financial Statements in Granting 
Credit;” Edward R. Wepman of Miami 
University, whose subject was, “Installment 
Selling;” and Miss Jimmie Gray of Louis- 
iana State University, whose subject was, 
“Legal Aspects of Credit.” The same cash 
awards were made to these three. 

In the honorable mention list there were 
six named in both class A and class B. 
They included in class A the following: 

Leonard Berry, Credit Manager, B. For- 


Moran speaks on 
insurance-credit 


Chicago—E. B. Moran, Central Division 
Manager, N. A. C. M., was Chairman of 
the April 27 Sales Clinic, sponsored by the 
Chicago Sales Executive Club at the Bis- 
marck Hotel, and covering the subjects of 
relationships of business firms with custom- 
ers, salesmen, and employees. 

On Tuesday, May 9, Mr. Moran spoke 
on “Insurance, Fire Prevention and Credit” 
before the meeting of the National Fire 
Protection Association in this city. 


man Company, Rochester, N. Y., Title— 
“An Inquiry Into Credit ‘Pressures.’ ” 

Charles W. Hutchinson, Asst. Supt. 
Dearborn Paper Products Co., Chicago, III., 
Title—“Education for a Credit Profession.” 

F. W. Colvin, Credit Manager, Alle- 
gheny-Arrow Oil Co., Canton, Ohio, Title 
—‘“Operating a Business on Borrowed 
Money.” 

Robert E. Berg, 359 East 163rd St., New 
York City, Title—“Flocking to the Factor.” 

Joseph W. Radke, Asst. Cr. Mgr., Fred- 
eric Stearns & Company, Detroit, Mich., 
Title—“Ratio Hazards.” 

L. C. Kemming, Credit Mgr., Tone 
Bros., Des Moines, Iowa, Title—“Credit 
and the Common Weal.” 

In class B the honorable mentions in- 
clude: 

Lindsay Telford, Texas Technological 
College, Lubbock, Texas, Tith—“FHA In- 
sured Credit.” 

John Mobus, University of Southern 
California, Los Angeles, Cal., Title—“The 
Credit Manager—Number 2 Salesman?” 

Frank Guzick, Texas Technological Col- 
lege, Lubbock, Tex., Title—“Gathering In- 
formation for a Mercantile Agency.” 

Coy W. Dean, Texas Technological Col- 
lege, Title—“Credit Unions.” 

Lowell R. Gano, Butler University, In- 
dianapolis, Ind., Title—“Economic and 
Social Implications of Installment Selling.” 

Eileen Holland, Texas Technological 
College, Title—‘“Credits and Collections.” 


Scully presented with 
watch by former G-men 


New York—Charles J. Scully, Director, 
Fraud Prevention Department of the N. A. 
C. M., was presented with an engraved 
watch at a dinner meeting held May 17th 
in Schraffts’ Restaurant by the Society of 
Former Special Agents of the Federal 
Bureau of Investigation, Inc., of which Mr. 
Scully was the first president, serving two 
terms. The gift was presented by A. Bruce 
Bielaski, Chief, Arson Squad, National 
Board of Fire Underwriters, a former 
Director of the Federal Bureau of Investi- 
gation. Mr. Scully prior to taking over 
his present duties was in the employ of the 
Federal Bureau of Investigation. 
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Association 
activities 





Grand Rapids: 


At the annual meeting on May 15 of 
the Grand Rapids A. C. M., over 200 mem- 
bers and guests were present to hear an 
excellent speaking program and take part 
in the election of new officers and direc- 
tors. Sixteen past presidents of the Asso- 
ciation were in attendance and were hon- 
ored with an appropriate message from 
retiring President Maurer. The new offi- 
cers and directors for the coming year are: 
George Erhardt, Breen & Halladay Fuel 
Co.; ist Vice Pres. Fred Luneke, Grand 
Rapids Bedding Co.; 2nd Vice Pres., Rus- 
sell Fairles, National Bank of Grand 
Rapids; Treas. Clayton W. Kuning, 
Peoples’ Nat’l Bank of Grand Rapids; C. 
S. MacDonald, Standard Oil Company; A. 
F. Zoellner, John K. Burch Co.; C. F. 
Anderson, Grand Rapids Varnish Co.; M. 
N. Zeigler, John Widdicomb Co.; E. G. 
Sullivan, Metal Office Furniture Co.; Geo. 
Osterhouse, Browne-Morse Co., Muskegon; 
Wm. H. Maurer, American Seating Co.; 
Elmer Hurt, Richards Manufacturing Co. ; 
L. E. Nykamp, Grand Rapids Fibre Cord 
Co.; E. R. Meggs, General Electric Sup- 
ply Co.; George Cowlishaw, Grand Rap- 
ids Wood Finishing Co.; J. Vande Bunte, 
Blackmer Pump Co.; Fred W. Mare, Ala- 
bastine Company, and Edw. Kettner, Mich- 
igan Hardware Co. 


Louisville: 


It wasn’t all bull at the spring fiesta of 
the Louisville C. M. A. even if Ferdinand, 
present in person, schottisched and lan- 
guished, even almost swooned at a bou- 
quet’s bouquet. After the tambourines and 
castanets had been silenced, the Associa- 
tion re-elected unanimously for the second 
time R. B. Gratzer as President; elected 
Berl Boyd, Vice Pres. and chose as Direc- 
tors for two years, Stuart Campbell, John 
G. Davidson, Alvin Linker and W. B. 
Talbot. Mr. Linker, who also is Treas- 
urer, said 136 new members were added 
during the year, bringing the total to 736 
members. 


Worcester: 


Past N.A.C.M. President Paul Fielden, 
Norton Co., has accepted General Chair- 
manship of the New England Credit Con- 
ference scheduled for this city October 
24 to 25. Meetings have already been held 
by officials of the various associations par- 
ticipating in this Conference and com- 
mittees are already at work on plans for 
the meeting. 


Richmond: 


Thomas C. Boushall, President, Morris 
Plan Bank of Virginia, was the guest 
speaker at the annual meeting of the Rich- 
mond A. C. M. on May 24 at the Hotel 
John Marshall. A second feature was the 
election of officers and directors for the 
new year. 


News About Credit Matters 


Syracuse: 


Joseph E. Reese is the new manager of 
the Syracuse office of the Service Corpora- 
tion of the N. A. C. M., it was announced 
recently by William H. Kearney, Pres., 
Syracuse A. C. M. Mr. Reese will also 
serve as Secretary of the Syracuse Asso- 
ciation. He took over his new duties on 
June 1. Prior to this position he was on 
the N. A. C. M. staff, active in various 
assignments including sales and promotion 
activity in several eastern cities. 


New York: 


Charles L. Riegel is the new President 
of the New York C. M. A., succeeding 
John L. Redmond. Mr. Riegel, of the 
General Electric Company, was elected on 
May 18 together with the following slate 
of officers: 1st Vice Pres., Harry J. De- 
laney, Meinhard, Greeff & Co., Inc.; Vice 
Pres., William M. Watson, Socony-Vacuum 
Oil Co., Inc.; Vice Pres., Frank E. Byrne, 
Cannon Mills, Inc.; Vice Pres., H. C. Mel- 
leney, Richard Hudnut; and Treasurer, 
P. M. Haight, International General Elec- 
tric Co. 


Binghamton: 


The annual Presidents’ dinner of the 
Triple Cities A. C. M. was held in the 
Arlington Hotel on May 31 with David A. 
Weir, Asst. Executive Manager of the N. 
A. C. M. as the featured speaker. Many 
wives and friends of members, as well as 
the members of the Triple Cities Credit 
Women’s Club, joined the gathering. 


Omaha: 


George O. Gl, Credit Manager, World 
Publishing Co., was elected President of 
the Omaha A. C. M. at the May dinner 
meeting to succeed Harold R. Burke. 
Other officers and directors for the new 
year are: Ist Vice Pres., F. A. E. Hanson, 
Crane Co.; 2nd Vice Pres., Charles R. 
Moore, A. Y. McDonald Mfg. Co. and Gus 
P. Horn, Executive Manager. The direc- 
tors are: Mr. Gill, Mr. Hanson, Frank 
Korous, B. W. Stauffacher and H. C. Zim- 
merman. 


New Orleans: 


The role of government in relation to 
business was discussed by P. J. Schlesinger, 
Cc. P. A., at the May dinner of the New 
Orleans C. M. A. Following his talk, R. 
L. Simpson, National Director, N. A. C. 
M., led a discussion on the national tax 
survey conducted by the Association. J. 
A. Monier, Jr., President, New Orleans 
C. M. A., acted as toastmaster. 


Seattle: 


Installation of newly elected officers was 
a feature of the May dinner meeting of 
the Seattle A C. M. in the new Washing- 
ton Hotel, May 15. Rev. J. Warren Hast- 
ings spoke on “America ... Land of the 
Free,” and Caspar W. Clarke, Exec. Vice 
Pres., Pacific National Bank, discussed 
“Rehabilitation of the Municipal Railway.” 
The Association’s new officers are: Pres., 
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A. S. Porter, Sunset Electric Co.; Vice 
Pres., F. J. McKeown, Albers Bros. Mill. 
ing; Secy., C. P. King. 


Election of officers and directors feat. 
ured the May meeting of the St. Paul A. 
C. M. The new leaders are: President, 
S. C. Brennom, Paper, Calmenson Co.; 
Vice Pres, H. T. Ready, U. S. Bedding 
Co. Directors are: John H. Cooper, Frank 
J. Herman, W. H. Goranson, W. T. Mil- 
ler and E. E. Schoen. 


Milwaukee: 


The officers for the coming year recent- 
ly chosen by the Milwaukee A. C. M. are: 
President, Fred H. Zens, Standard Oil Co.; 
Vice Pres., Geo. J. Christiansen, Hummel 
& Downing Co.; Treas., A. L. Kohlmetz, 
Patek Brothers, Inc.; Secy.-Mgr., H. §. 
Garness. Directors are: A. Z. Eberhardt, 
A. E. Sielaff Paper Co.; Arthur P. 
Schmidt, Huth & James Shoe Co.; T. C. 
Turner, Phoenix Hosiery Co.; R. P. Blow- 
ney, Westinghouse Elec. Sup. Co.; Leo 
Sorenson, Geo. Ziegler Co.; Wm. Wanvig, 
Globe-Union, Inc.; Frank G. Herbst, 
Herbst Shoe Mfg. Co.; F. O. Reibold, 
National En. & Stamping Co., and J. R. 
Boedecker, Jewett & Sherman Co. 


At the 43rd annual meeting of the De- 
troit A. C. M. the following officers were 
elected: Pres., H. Dale Palmer, Detroit 
Steel Products Co.; 1st Vice Pres., Reed D. 
Andrew, American Blower Corp.; 2nd 
Vice Pres., Harry J. Offer, The Detroit 
Edison Co.; Treas., Howard E. Ryan, Buhl 
Stamping Co. 

The following new directors were 
elected for a two year term: Kenneth B. 
Coates, Great Lakes Steel Corp., Ecorse, 
Mich.; Gerald F. Dewhirst, National Bank 
of Detroit; Chas. Fallon, Frazer Paint Co.; 
Chas. W. Hess, Seaman-Patrick Paper Co.; 
John C. Hoffman, Huron Portland Cement 
Co.; H. J. Lowry, Michigan Mutual Lia- 
bility Co. 

The following are committee chairmen 
for the present fiscal year: Adjustment 
Bureau Committee, Chas. W. Hess; Credit 
Education Committee, C. C. Readhead, All 
Metal Products Co., Wyandotte, Mich.; 
Entertainment Committee, H. J. Lowry; 
Finance Committee, Howard E. Ryan; 
Good Fellowship & Attendance Committee, 
M. C. Emery, Bull Dog Electric Products 
Co.; Interchange Committee, John C. Hof- 
man; Legislative Committee, Wm. H. 
Cook, Concrete Steel Fireproofing Co.; 
Membership Committee, Harry J. Offer, 
The Detroit Edison Co.; Trade Group 
Committee, Chas. Fallon. 


Jos. J. Merskosh 


Chicago.—Jos. J. Merskosh, Vice Pres., 
Modern Boxes, Inc., died May 21 in 
his 46th year. For many years he was 4 
member of the Chicago A. C. M., and an 
active member of the Rainbow Chapter, 
Veterans of Foreign Wars. Burial was at 
Two Rivers, Wisconsin. 
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Babson Park, Mass.——The Babson Insti- 
tute recently sent a delegation of 30 stu- 
dents to visit the N. A. C. M. offices. 
R. V. McCollum and K. H. Campbell ex- 
plained the intricacies of the Credit Inter- 
change System and Charles J. Scully de- 
scribed the work done by the Fraud Pre- 
vention Department. 

Cleveland—Plans are under way in the 
Cleveland Chapter for greatly increased 
activities, and the organization and plan- 
ning of next year’s Institute program. 

New Orleans—The Chapter sponsored 
an annual sports tournament May 25 at 
the Colonial Country Club. This was fol- 
lowed by a dinner and a dance. 

Chicago—The Chicago Chapter pre- 
sented a mock radio program “Credit In- 
formation, Please.” Rus. Carrier acted as 
Announcer and Bert Masslich presided as 
Quiz Master. The ten qualified executives 
who dared any and all to stump them with 
questions involving credit management 
were: Austin, Killacky, Holman, Hadley, 





‘ Claussen, Kasch, Bonson, Swisher, Krause, 


Becker. 

Cincinnati—The May Forum meeting 
was held at the Women’s Building on the 
University Campus. Mr. Harry Voss, 
Manager of the Cincinnati Association, 
spoke and answered questions on the sub- 
ject “Experiences in Bankruptcy, Receiver- 
ships and Adjustments.” 

The Chapter is still seeking a good name 
for its monthly bulletin. 

Rochester—The annual meeting of the 
Rochester Chapter was held at the Locust 
Hill Country Club on May 3. New officers 
were elected, annual reports were read and 
Certificates and awards were presented. 
The fortunate members who received the 
awards of Associate and Fellow were pre- 
sented with Institute keys by the Chapter. 

Arrangements have been made with the 
University of Rochester to offer a formal 
educational program during the coming 
year. Special tuition rates will be given to 
members of the Chapter. 

Sioux City—National Director L. Motz, 
at the annual meeting of the Association, 
held Thursday, May 25, presented Cer- 
tificates to all those who had completed 
a year’s work in the local Chapter. In- 
structors who conducted these courses dur- 
ing the past season, Mr. M. B. Miller, of 
the Department of Economics, Morningside 
College, and Mr. T. N. McClure, Business 
Manager and Instructor in Accounting at 
Morningside College, were guests of the 
Association. 

The speaker of the evening was Mr. 
Miller. His subject was “Pros and Cons 
of Government Spending.” 

Louisville—Arrangements have been 
made with the University of Louisville to 
offer an advanced course in Credit Man- 
agement, in addition to other Institute 
courses, 

Pittsburgh—The annual meeting of the 
Pittsburgh Chapter was held June 6. Cer- 
tificates for awards were presented. Carl 
H. Henrickson, Director of Education, ad- 
dressed the meeting on the subject “The 
Responsibilities of Credit Management.” 


News About Credit Matters 


Baltimore—The credit fraternity and 
members of the Baltimore Chapter held 
their annual meeting on May 25. Mr. A. 
E. Duncan, Chairman of the Board of the 
Commercial Credit Company, assisted in 
presenting the awards. Mr. Paul Millians 
gave an address on the subject of “The 
Rising Profession of Credit Management.” 

Albany—George C. Kugler reports that 
the annual meeting of the Association, at 
which Certificates were given out by Mr. 
A. Louis Morrison, Chairman of the Edu- 
cational Committee, was the largest Asso- 
ciation turnout of the year. Both Mr. 
McGowan, President of the Eastern New 
York Association, and Mr. Kugler, former 
Secretary, are confident that the Institute 
program next year will be bigger and bet- 
ter than ever. 

New York—The Educational Committee, 
encouraged by the success of the post- 
graduate course in Insolvency Problems, 
are planning an increased program of the 
seminars for the coming year. 








Promotions 








Chicago.—G. C. Johnson, former Man- 
ager, Chicago branch, Quaker City Rubber 
Co., has been promoted to General Sales 
Manager of this company with head- 
quarters in Philadelphia. 

H. C. Heine, former Credit Manager, 
has been made Branch Manager in Chicago 
with E. Asbridge as Asst. Manager. 


Dallas—R. R. Gilbert, 1st Vice Pres., 
Federal Reserve Bank has been made Presi- 
dent of that institution. 


Rochester —E. B. Milliman, previously 
Vice Pres., Union Trust Co., has now taken 
over duties as the President of the Central 
Trust Co. 


Chicago.—Rose Schackmann, Chas. Scrib- 
ner’s Sons, has been elected Pres. of the 
Soroptimists Club. Miss Schackmann is a 
Director of the Chicago A. C. M. and past 
Chairman, National Credit Women’s Execu- 
tive Committee. 


Milwaukee. — W. W. Pope, formerly 
Asst. Vice Pres., Hibernia National Bank, 
has been elected Vice Pres. of his institu- 
tion. 


Chicago—A. P. O’Connell, 2nd Vice 
Pres., Continental Illinois National Bank 
& Trust Co., has been elected Vice Pres. of 
his bank. 


Cleveland.—Bruce R. Tritton, Past Pres., 
Cleveland A. C. M., and Director, N. A. 
C. M., has been elected Vice Pres. of the 
American Stove Co. 


Pittsburgh.—D. V. Johnson, for some time 
Credit Manager of the Universal Atlas 
Gement Co., has been appointed Asst. 
Treasurer of his company. 


Cleveland. —L. D. McDonald, Credit 
Manager, Warner & Swasey Co., and a 
present officer of the Cleveland A. C. M. 
has been elected Vice Pres. of his firm. 
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Credit career 
Charles A. Wells 


St. Joseph—From a teacher in a sod 
schoolhouse on the plains of western Ne- 
braska to the secretaryship of one of the 
oldest jobbing houses on the Missouri River, 
Charles A. Wells has made his way in 
professional, political and business activi- 
ties. Mr. Wells has been active in the dry 
goods business in St. Joseph nearly a 
quarter of a century and much of his busi- 
ness experience has been in the credit de- 
partment of the John S. Brittain Dry Goods 
Company, of which he has been Secretary- 
Treasurer for a number of years. 

“I became a teach- 
er by accident,” said 
Mr. Wells with a 
reminiscent smile re- 
cently in the course 
of an _ interview 
which was printed 
in the St. Joseph 
News-Press. 

“I was born and 
reared in Atchison 
County, Mo. and 
when out of school 
an uncle who lived 
in western Nebraska 
urged me to pay him a visit. He said he 
would get me a job. So I went out to the 
plains. My uncle was the school director 
and had the job of teacher at his disposal, 
which he offered to me. I accepted and 
for several months taught in a sod school- 
house. It was typical of the pioneer schools 
of the West at that time.” 

Mr. Wells did not dislike his job as a 
school master. He returned to Atchison 
County and became a teacher in the schools 
of Phelps City. Later he was Superinten- 
dent of Schools at Westboro. 

Not unlike many other rural school 
teachers, Mr. Wells turned to public af- 
fairs. He decided to make the race for 
County Clerk of Atchison County. He be- 
came a candidate on the Democratic ticket, 
won and was re-elected, spending eight 
years in the office. He is one of the young- 
est ever to be elected to office in that 
county. 

With his teaching and business experi- 
ence as a background, Mr. Wells decided 
to enter business. He came to St. Joseph, 
and on New Year’s day, 1911, be became 
Secretary-Treasurer of the Payne Hat Com- 
pany, a wholesale house, which was sold 
to a Kansas City house two years later. 
It was then that he became associated with 
the John S. Brittain Dry Goods Co. in the 
credit department, and he has been in the 
office of that company ever since, with 
the exception of several months spent on 
the Pacific Coast a few years ago. 

The Brittain house is believed to be the 
oldest dry goods jobbing house of con- 
tinuous existence on the Missouri River. 
The Tootle interests here have been in the 
same line longer, but the business has not 
been continuous as with the Brittain Com- 
pany, which began in 1873 and has had an 
unbroken organization since. 

(Cont. on p. 36) 
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New York's 15th Year 


The Women’s Group of the New York 
Credit Men’s Association was first organ- 
ized in 1924. In the fall of that year the 
question was: “Shall credit women be in- 
vited to participate in association activi- 
ties?” Up to that time there had been but 
a few women members in the New York 
Association. 

Mr. William H. Pouch was then presi- 
dent of the New York Association. He 
had a deep appreciation of the capabilities 
of women in this field and strongly recom- 
mended to the board of directors that the 
women be invited to participate and join in 
all association activities. 

Accordingly, Mr. Pouch called for a 
meeting of credit women whose firms were 
then members of the Association, with the 
thought of organizing in New York City 
a Credit Women’s Group. Mr. Pouch felt 
that if a survey were taken of women en- 
gaged in credit work in the metropolitan 
area that it would disclose the surprising 
fact that there were many hundreds of 
women; heads of their departments who 
would make valuable workers for the As- 
sociation. 

These meetings were successful from 
their very inception. The women attended 
enthusiastically, and by 1926 there were 
50 credit women in this area who were ac- 
tively attending. 

The New York Women’s Group has 
always been most fortunate in its choice 
of chairmen, having women who had fine 
executive ability, and each in her turn has 
‘carried on the work so beautifully con- 
ducted by her predecessor, and has brought 
new incentives and new ideas to the Group. 
Today this New York Credit Women’s 
Group has grown to a position far ex- 
ceeding the fondest hopes of its organ- 
izers, with a membership of approximately 
250. 

Dinner meetings are conducted monthly 
throughout the season, ably assisted by 
prominent speakers who discuss diversi- 
fied commercial subjects. Each season 
there are at least two social functions, 
at which affairs the entire Association 
officers are invited to attend. 

Within the New York Credit Women’s 
Group there have been appointed sub-com- 
mittees as follows: Trade Group Com- 
mittee, with its chairman and vice-chair- 
man; Speakers’ Committee, with its chair- 
man and vice-chairman; Entertainment 
Committee, with its chairman and vice- 
chairman; Membership Committee, with its 
chairman and vice-chairman. Wide pub- 
licity is given to their activities in the 
columns of the “Credit Executive,” the 
New York = Credit Men’s Association 
monthly publication. 

The New York Group operates under a 
Charter with rules and regulations very 
definitely laid down for membership— 
there being two classes of Members “A” 
& “B”. Class A Membership consists of 
women whose firms are members of the 
Association. Class B members are women 
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who are eligible to become members of 
the Group, even though their firms are 
not members. of the Association. 

The Group has established a very con- 
structive Educational Program. A concrete 
plan was formulated about two years ago 
to grant scholarships to young women, 
assistants in credit departments, who had 
demonstrated by their ability, that they 
were eligible to enter such contests. In 
recognition of the work which had been 
done by Mrs. Wm. H. Pouch, for credit 
women throughout the United States, we 
have established as a tradition for the 
Group, the “Helen Pouch Scholarship,” 
and the tuition fees for the education in 
Credit and Collection Work are paid by 
the Group. 

The New York credit women pay an- 
nual fees into the treasury and extra 
monies are raised through social functions, 
raffles, etc. This money is used for edu- 
cational purposes and also to send dele- 
gates to the National Credit Congress. 

The accomplishments which have been 
made by the Group are manifest in the 
type of its membership. The women are 
association-minded; they are actively in- 
terested in the contacts which are afforded 
them through their association affiliations. 

It was always intended that these Groups 
throughout the United States should sup- 
plement and round out the educational 
work which our National Association does 
for all its members through these groups 
for the credit women executives. In this 
respect, the results thus far have been 
eminently satisfactory. 


Chicago: 


For the purpose of developing a certain 
standardization in Credit Women Club 
activities, Miss Mary Jane Heady, Secre- 
tary, National Credit Women’s Committee, 
has sent to the attention of all clubs an 
outline of the aims and purposes of the 
four standing committees of the Chicago 
Group. They are: 

The Meetings and Entertainment Com- 
mittee designs meetings for the education 
of women in credit work so that they may 
be capable of handling their departments 
to the best advantage of their companies. 
It is not possible to study and discuss de- 
partmental routines in detail because of 
the diversified lines of business represented 
and the consequent varying problems. It 
is possible to study legislation, finance, in- 
surance, and kindred subjects affecting all 
credit transactions and forming the bases 
of all credit departments. 

The Membership Committee selects and 
invites the membership of women in credit 
work who are capable of helping us reach 
our objective or whom our Club can help 
in improving the departments they control. 

The Publicity Committee “To promote 
the interests and activities of the organi- 
zation in the publications of the Chicago 
A.C.M. and in the public press.” It is 
the publication of activities that attracts 
the interest of the public and makes it 
worth while for those educated in particu- 
lar lines of learning to share their knowl- 
edge with us. 

The Reception Committee realizes that 
sociability and friendliness promote con- 
versation, which serves a two-fold purpose. 
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It is educational—an exchange of ideas— 
and it fosters that unwritten part of oy 
purpose—genuine friendships. The Com. 
mittee’s purpose, then, is to greet, welcome 
and plan seating arrangements that wijl| 
be conducive to conversation. 

If the aims and purposes of every com- 
mittee could be written as concisely as the 
foregoing and the duties of all committees 
standardized, it would be a big step toward 
the coordination of the credit women’s ac. 
tivities, Miss Heady points out. 





Obituary 
Floyd D. Shook 


Cleveland.—Floyd D. Shook, who in 
recent years was in the insurance business, 
passed on, April 24. He served the Asso- 
ciation as President during the year 1910- 
1911. 





Geo. L. Brown 


Johnstown, Pa.—Geo. L. Brown, Pres, 
Cambria Equipment Co., and Director, 
Credit Assn. of Western Pa. since 1934, 
died suddenly on May 6 at his home in 
Johnstown. His wife and five children 
survive. 


Ed. McGinnis Skinner 


Chicago.—Ed. McGinnis Skinner, a pio- 
neer of modern credit management and 
Pres., Chicago A. C. M. in 1901, later Vice 
Pres. and Gen’l Mgr., Wilson Bros. Co., 
died at his home in Evanston, II]. on May 
2, at the age of 74. 


Edwin Fox 


Dallas——Edwin Fox, Credit Manager, 
Butler Bros., passed away May 24 in St. 
Paul’s Hospital, following a comparatively 
short illness. 


Geo. C. W. Klippel 


Cleveland.—Geo. C. W. Klippel, Man- 
ager, Patent Division, Republic Steel Corp., 
died suddenly on April 17. He served the 
local Association as President during the 
year 1922-1923. 





Credit Career(Continued from p. 35) 


Mr. Wells is the head of the credit de- 
partment and is widely known in his line 
as a credit executive. He is a past’ Presi- 
dent of the St. Joseph A.C.M., one of the 
oldest and most active business organiza- 
tions of St. Joseph. He has attended a 
number of the national meetings and is 
regarded as a leader in his line. Past 
National Director of the N.A.C.M., he is 
its newly-elected President. 

For years Mr. Wells has been active in 
civic affairs. He is at present a Director 
of the Chamber of Commerce and con- 
nected with other civic organizations. He 
is a member of the First Christian Church 
and is now Chairman of the Official Board 
of the.church. Mrs. Wells is also active 
in the affairs of the church. 


/ July, 1939 
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44th Credit Congress Is 


Traditional Success 


The 44th annual Credit Congress of the National 
Association of .Credit Men held at Grand Rapids 
\ starting on June 11th and closing on June 15th with 
a banquet attended by some 1,200 delegates and their 
friends, was an eminent success from the standpoint of 
number of delegates registered, caliber of the convention 
programs and the importance of the discussions at the 
Industry group sessions on Tuesday and Wednesday after- 
noons. From year to year, N. A. C. M. conventions tra- 
ditionally are scored as successes, but those who review 
the history of our Association in future years may well 
refer to the Grand Rapids convention as an outstanding 
Credit Congress and as a fitting windup to the important 
Association year under the presidency of Dan I. Bosschart 
of San Francisco. 

It has been a tradition of N. A. C. M. conventions to 
have a day of play sandwiched between four days of in- 
tensive business sessions. Newspaper men who usually look 
with a jaundiced eye upon most conventions as excuses for 
“whoopee” sessions, generally perk up their ears when 
they attend N. A. C. M. conventions. A Grand Rapids 
newspaper editor who remarked at the close of the banquet 
session which ended our Credit Congress: “Your people 
seem to take this convention matter seriously”, merely 
echoed the oft repeated observation that credit men go to 
their convention to work and to learn. So it was not 
surprising that this year’s convention reversed the usual 
order and had its entertainment day on Sunday and fol- 
lowed with four days of crowded convention sessions. 

The host city, Grand Rapids, won universal acclaim 
for the hearty reception and entertainment provided for 
the visitors. From City Manager George W. Welsh and 
George J. Erhart, president of the Grand Rapids Asso- 
ciation and Russel W. Forwood, a past president of the 
local Association and who served as general chairman of 


Delegates view Fraud Department Display 
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the convention committees, down to the last person en- 
rolled on the several committees, our hosts were most 
gracious. Mrs. Mayo Zeigler, and her tireless hostess 
committee won the hearts of the visiting ladies with a de- 
lightful program of entertainments. 

With the usual program of greetings from Michigan’s 
governor on Monday morning the convention got into full 
swing in the Monday afternoon session with the keynote 
address of Executive Manager Heimann (published in full 





At the Bankers Group luncheon 


as the leading feature of this issue of the magazine) Mr. 
Heimann’s addresses have come to be looked upon as 
highlights of our National sessions. Judging from the 
words of praise heard on every hand, his talk this year on 
“Contingent Liabilities” scored another big hit. The 
Monday afternoon session also heard greetings from the 
National Retail Credit Men’s Association by Giles C. 
Driver of Cleveland, a past president of the retail credit 
organization. Brigadier General Charles T. Harris, As- 
sistant to Chief of Ordnance, U. S. War Department 
who is in charge of industrial activities of the ordnance 
branch, explained what the War Department is doing at 
the present time to develop sources of supply for ordnance 
in the event that the United States might enter a war. 

William H. Pouch, past National president and chair- 
man of the Tregoe Memorial Essay committee, presented 
a glowing report on the advancement of educational ac- 
tivities under the National Institute of Credit and an- 
nounced the winners in this year’s Tregoe essay contest. 
The essays of the winners in class A and class B are 
presented in this issue of the magazine. 

The annual President’s Ball and Reception, which was 
held this year in the large auditorium of the Grand 
Rapids Civic building was a brilliant social and enter- 
tainment success. The main floor of the civic auditorium 
which has a seating capacity of some 3,000 persons ex- 
clusive of the balconies, provided ample room for the 
more than 800 couples who enjoyed the dancing and en- 
tertainment until after the midnight hour. Several views 
of the grand march led by President and Mrs. Bosschart 
and of other forms of entertainment are shown in the 
pictures in this section of the magazine. 

' Vice-president Horace V. X. Wright of Tacoma, 








Washington, acted as chairman of the Tuesday morning 
session, when President Bosschart presented his annual 
report (which is printed in full elsewhere in this issue). 
Addresses by Hon. Samuel Pettengill, former Congress- 
man from Indiana on “The Liquidation of Thrift” and by 
Dr. Wilford W. White, Chief Marketing Research Divi- 
sion, U: S. Department of Commerce on “What Today’s 
Bad Debt Loss Situation Means to the Business Man”, 
were features of the Tuesday morning session. A lively 
discussion of Credit Interchange led by Executive Man- 
ager Heimann, Ray Shannon, chairman of the National 
Credit Methods and Practices committee and Roy Col- 
liton, manager Central Credit Interchange Bureaus, St. 
Louis, proved so interesting that adjournment was de- 
layed several minutes after the scheduled hour. 


Tuesday afternoon brought the start of the Industry 
Group sessions under the very able direction of Roy Col- 
liton, Central Credit Interchange Bureaus and his as- 
sistant S. J. Haider. While the number of group sessions 
was not so large this year as on former occasions, the 
general interest and attendance at the sessions held, made 
them outstanding. The programs started on Tuesday 
afternoon were continued on Wednesday afternoon and 
some even lasted over to evening sessions Wednesday eve- 
ning. It would be impossible to report in this issue full 
details of the Industry Group sessions. Several groups 
have made plans to send minutes of their meetings to 
others not able to be present. 


The address by Dr. Paul F. Cadman, president of the: 


-American Research Foundation was the highlight of the 
Wednesday morning session. His subject “They Have 
Brought Us Socialism” and the manner in which it was 
covered appealed strongly to the convention audience. 
Vice-president Osbon W. Bullen, Cambridge, Mass., who 
presided at this session called upon Past-president Paul 
Fielden to make the report on membership activities dur- 
ing the past year and to award the prizes to the Asso- 
ciations winning first place in the several classes. P. W. 
R. Glover, C. P. A. of New York and chairman of a 
special committee on Accounting Procedure of the Amer- 
ican Institute of Accountants, gave an interesting talk on 
the “Current Trends in Auditing Procedure.” 

President Bosschart again assumed the gavel at the 
Thursday sessions. Paul H. King, Referee in Bankruptcy, 
and chairman of the Bankruptcy Conference, gave an in- 
structive address on some of the highlights of the first 
year of the Chandler Act, which completely revised our 
National bankruptcy law. The text of Mr. King’s ad- 
dress will be found elsewhere in this issue. 

A playlet entitled ““Mr. Jones Checks Up” which had 
been prepared by the legislative department of the Asso- 
ciation gave the large Thursday morning audience a half 
hour of excellent entertainment and presented in a telling 
manner the important work being done by the National 
and State legislative committees of our Association. 

Lawrence FE. Falls, president of the Insurance Insti- 
tute of America and Vice-president of the American In- 
surance Company of Newark, N. J., was the last speaker 
at the Thursday morning session. The text of his address 
in which he suggested a new source of credit informa- 
tion, is printed elsewhere in this issue. 

Thursday afternoon was given over to the annual re- 
port of the Executive Manager and the election of Na- 
tional officers for the ensuing year. Mr. Heimann took 


the opportunity to discuss Association plans for those years 
ahead when the Development Fund Program will have 
been completed and a new program will be required. The 
report of the nominations committee as the last formal 
order of business of the Convention was unanimously 
adopted and brought about the election of Charles A, 
Wells of St. Joseph, Mo., as our new president with 
John L. Redmond, New York, Fred J. Hamerin, Indian- 
apolis and R. C. Wilson, Salt Lake City as vice-presj- 
dents. A more complete report of the elections and some- 
thing about the new officers is to be found elsewhere in 
this issue. 

The banquet was the occasion for the induction of the 
new officers and the introduction of the new National 
directors. Vice-president elect Hamerin of Indianapolis 
was the only member of the new staff of aides to the 
president in attendance at the convention. 

The address by J. Frederick Essary, dean of the corre- 
spondents in the national capitol and chief of the Wash- 
ington Bureau of the Baltimore Sun featured the after 
dinner session. Mr. Essary graciously answered questions 
handed up from the audience and gave an interesting 
glimpse of how he views political trends in Washington. 


One Hundred Attend 


Foreign Trade Luncheon 


terchange Bureau sponsored the Foreign Trade 

luncheon at the 44th Credit Congress on Tuesday, 

June 13th. The Foreign Commerce Department of 
the Grand Rapids Association of Commerce participated 
in this meeting and about one hundred attended. 

Mr. A. N. Gentes, assistant manager of the foreign 
department of the Guaranty Trust Company of New 
York and a member of the supervisory committee of the 
Foreign Credit Interchange Bureau delivered an address 
entitled, “The Function of a Bank in Foreign Trade.” 
Mr. Gentes discussed the financing of export sales and 
particularly analyzed the function of a bank when export 
sales are made against bankers’ credits. He also dis- 
cussed export sales on a dollar draft basis, on a foreign 
currency draft basis, on open account, on consignment 
and against authority to purchase. 

Following Mr. Gentes address the meeting became a 
round table discussion of current foreign credit, collection 
and exchange problems under the direction of Mr. P. M. 
Haight, chairman of the foreign credit executive com- 
mittee of the National Association of Credit Men. An 
agenda of questions had been prepared and there was 
some interesting discussion among those present about 
conditions in such markets as Colombia, Mexico, Argen- 
tina, Brazil and Spain. 

Kenneth H. Campbell, director of the Foreign De- 
partment and manager of the Foreign Credit Interchange 
Bureau pointed out to those present that similar meetings 
such as the one conducted in Grand Rapids are held 
eight or ten times a year, generally in New York City 
and that minutes are taken on these sessions and are 
available to those members of the Association who are 
interested in foreign credit, collection and exchange 
problems. 


* The Foreign Department and the Foreign Credit In- 
he 
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Charles A. Wells New President 


St. Joseph, Mo., Dry Goods Wholesaler Will 
Lead N.A.C.M. in 1939-40 Year 


S. Brittain Dry Goods Company of St. Joseph, Mo., 

and a veteran booster of credit association activities 

in Northern Missouri, was unanimously elected presi- 
dent of the National Association of Credit Men at the 
Thursday afternoon session of the Credit Congress held 
at Grand Rapids. John L. Redmond, vice-president of 
Crompton-Richmond Company, New York City, was 
elected National vice-president representing the Eastern 
District; Fred J. Hamerin, Lilly Varnish Company, In- 
dianapolis, Ind., was named vice-president representing 
the Central District, and R. C. Wilson, First National 
Bank, Salt Lake City, Utah, was named vice-president 
representing the Western District. 

President-elect Wells is well known in N. A. C. M. 
circles. He has attended a number of conventions and 
has served on several important National committees. At 
the San Francisco convention in 1938 he was elected a 
National director. ‘This election was a recognition of 
the faithful service he had rendered as well as the loyalty 
of his home Association, which was represented at that 
now famous meeting in Toledo in 1896 when the Na- 
tional Association of Credit Men was formally organized. 

Mr. Wells came up through the ranks of his company, 
the John S. Brittain Dry Goods Company, where he has 
served for 26 years. For several years past he held the 


‘ Charles A. Wells, president and treasurer of the John 
u 





position of secretary and treasurer and last February was 
named to the office of president and treasurer. On page 
35 of this issue will be found more information about 
Mr. Wells under the caption “Credit Career”. 

Vice-president-elect Redmond has been one of the 
““wheel-horses” on the New York Credit Men’s Associa- 
tion for a number of years, where he has served in various 
chairs and has just completed two terms as president of 
the New York Association. Mr. Redmond was unable 
to attend the Grand Rapids Credit Congress as he was in 
attendance at the convocation of St. Joseph’s university 
where he received the honorary degree of Bachelor of 
Commercial Science in recognition of his important con- 
tributions to the credit profession. 

The new National vice-president from the Central 
District, Fred J. Hamerin, has been active in Association 
affairs for several years. He served as chairman of the 
National Credit Methods and Practices committee and 
has been a leader in the credit circles of the Paint and 
Oil trade. 

R. C. Wilson, the new National vice-president repre- 
senting the Western District, served the Inter-Mountain 
Association of Credit Men, Salt Lake City, for several 
years as director and in 1936 was elected a National 
director for a two-year term. He has taken an active 
part in all credit activities in the Inter-Mountain area. 


Retiring President Bosschart greets President-elect Charles Wells as Vice-president-elect Fred J. Hamerin, Indian- 
apolis and Executive Manager Heimann echo the congratulations 





Directors were elected for three-year terms as follows: 
E. L. Blaine, of Peoples National Bank, Detroit, Mich. ; 
Ralph L. Griffith, of International Heater Co., Utica, 
N. Y.; Harry Howland, of Fargo Bakery Co., N. D. 

Two-year term directors are: Paul M. Miller, of At- 
lantic Steel Co., Atlanta, Ga.; Paul Pflueger, of Max 
Koshland & Co., San Francisco, Cal.; Charles B. Raiden, 
of Owens-Illinois Glass Co., Toledo, O.; R. M. Rice, 
of Manning, Bowman Co., Meriden, Conn.; Errett Van 
Cleave, of Charles Ilfled, Albuquerque, N. M.; William 
E. Woollenweber, of Wheeling Steel Corp., Wheeling, 
W. Va. 

Those of the newly elected National directors who 
were present at the Credit Congress and the hold over 
directors met with President-elect Wells and the retiring 
National officers for a short session on Thursday after- 
noon for a discussion of plans to the annual meeting of 
the National directors. The date for this meeting will 
be announced later. 


Credit Clinic at 
1940 Congress 


Publications Committee 
Sponsors Innovation 


ern District, and chairman of the National Publica- 

tions Committee announced at the Tuesday morning 

session of the Grand Rapids convention, a plan for a 
Credit Clinic which will be promoted during the next 
12 months and will culminate in what is expected to be 
an important drawing card for the 1940 Credit Congress. 
The following statement presented to the convention by 
Mr. Bullen outlines this new plan: ' 

Two years ago the Chicago Association conducted a 
Credit Clinic. This project was so successful and at- 
tracted so much attention that the National Publications 
Committee decided to attempt something similar for the 
1940 Credit Congress. 

The Credit Clinic that we have planned will be a dis- 
play of the forms and systems used by some of the leading 
credit departments. The forms will be mounted so that 
by following them in the proper sequence and by studying 
the comments printed on the display you can follow the 
credit and collection routine employed in a large number 
of well-known companies. 

You can readily see the tremendous value to an exhibit 
of the complete credit systems used by 25 or 30 companies 
in various lines of business. 

Many profitable hours can be spent by the delegates to 
the 1940 Credit Congress in comparing their forms and 
ideas with those used by other organizations. It is in- 
tended that the representatives who prepare the exhibits 
will be on hand during some part of each day to answer 
questions. 

After the Credit Congress the display will be moved 
to our National Headquarters in New York, where it will 
be available for the use of all interested members and for 


s Osbon W. Bullen, retiring vice president of the East- 
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student groups visiting our National office. 

This announcement is made at this early date as the 
National Publications Committee wants the cooperation 
of every trade group meeting today and tomorrow. At 
the Wednesday session the chairman of each group will 
be asked to appoint one or more members of that in- 
dustry to prepare exhibits for the 1940 Credit Clinic. 

This project can be of great value but real. effort will 
be required if the maximum Value is to be obtained. 

Will you assist the Committee by: 

1. Seeing that your Industry is represented in this work, 

2. See that those assigned to prepare your exhibit, com- 
plete the work well in advance of the next Credit Con- 
gress and, 

3. Urge all credit men to attend the 1940 meeting, 
where they can study and discuss this greatest display of 
credit forms and systems that has ever been assembled. 

Here, we believe, is the basis for a post-graduate course 
in credit office practice. It is the intention of the Publi- 
cations Committee to expand the exhibit and keep it up- 
to-date by yearly revisions. 

This will be another outstanding service for the Credit 
fraternity. Its success depends only on your interest and 
support. 

The plan was submitted to most of the Industry Group 
sessions on Wednesday afternoon where it was given hearty 
endorsement and where representatives were appointed to 
work with the National Publications Committee in pro- 
moting the Credit Clinic plan. 


Institute Teachers 

Hold Congress Sessions 

s An informal luncheon was arranged for chairmen of 
Vv} 


local Association educational committees and teach- 
ers in local Chapters who were attending the Grand 
Rapids congress. This luncheon meeting, which was 
held Wednesday, June 14th, gave the instructors and 
chairmen of educational committees an excellent oppor- 
tunity to exchange ideas and to learn what methods had 
been found most successful in promoting their programs. 

An informal committee of three instructors was selected 
to make a study of standardization of course content and 
examinations. Appointed to the committee were: Wen- 
dell Smith, Grand Rapids, Mich., and L. T. Hadley, 
Chicago, Illinois. 

The meeting was so successful that the Educational Di- 
rector was requested to schedule a similar meeting for 
next year’s convention. 

The following attended the meeting: J. G. Holland, 
Birmingham, Alabama; J. H. Early, San Francisco, Cali- 
fornia; Wendell Smith, Grand Rapids, Michigan; F. G. 
Phillips, Des Moines, Iowa; J. L. Shonberger, Cincin- 
nati, Ohio; J. M. Buckelew, Meadville, Pennsylvania; 
E. E. Schoen, St. Paul, Minnesota; H. T. Fulton, 
Toledo, Ohio; Walter Miller, St. Paul, Minnesota; 
Joseph Rubanow, New York, N. Y.; Paul F. Cadman, 
San Francisco, California; E. D. Ross, Portland, Oregon ; 
Herbert Haidt, Rochester, New York; F. C. Young, 
Pittsburgh, Pennsylvania; C. H. Hendrickson,, Jr., New 
York, N. Y. 





(1) President and Mrs. Bosschart and other officers present and past lead the grand march at the President’s Ball and 
Reception. (2) The dancers at the President’s Ball take a rest and watch some entertainment 
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Three views at the annual dinner of the N. A. C. M. credit women held at the Rowe Hotel on Tuesday evening 
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Offers New Source of 
Credit Information 


(Cont’d from p. 30) practical credit man said, “Now 
that we have this insurance statement form filed by the 
credit applicant, what can we do with it; what does it tell 
us?” More anxious to make the protection of insurance 
available, where needed, than to justify the plan so far 
worked out, insurance began again to research the workings 
of credit operations, and found that the insurance statement 
was, in effect, a doctor’s report on a patient of whose con- 
dition no diagnosis had been made. We had a good de- 
pendable list of the preventive and curative medicines in 
the customer’s bathroom cabinet, but we had no expert. 
informed report on which of them this particular patient 
needed. 

Maybe the insurance statement showed $90,000 in- 
surance on a building, but the building had an insurable 
value of $200,000.00; the policies were written with a 
covenant that 90 per cent insurance to value would be 
maintained, and the customer’s financial net worth could 
ill afford to contribute 50 per cent of any substantial fire 
or windstorm loss in this principal asset. Maybe the in- 
surance statement showed liability insurance with adequate 
limits, covering six owned and operated automobiles, but 
nothing in this statement showed the credit man that the 
applicant had two uninsured cars, operated by salesmen 
in a distant territory. A heavy verdict for personal injury 
2000 miles away would hurt the customer’s credit just as 
much as one at home. 

These are only two examples of the shortcomings of 
this insurance statement if used alone, but these and others 
showed what facility of insurance organization had not 
been employed to accomplish the needed analysis of the 
credit applicant’s insurance, as to its adequacy. No credit 
man wants the customer of his house to carry too much 
insurance—its cost impairs his ability to meet his real 
needs and his obligations. No insurance man wants an 
assured to carry insurance except upon his needs. ‘The 
purchase of unnecessary coverage ultimately injures the 
insurance business and its markets. 

In the United States, we have a problem of insurance 
distribution unlike any other country in the world, and 
we also have an insurance distribution organization unlike 
that in any other country. In our business we call it the 
American Agency System. In every city, town, village 
and hamlet there resides at least one insurance agent who 
holds a power of agency to bind the one or more insurance 
companies, for which he is agent, to insure the risks and 
perils that company is chartered to insure. ‘This power 
and this service are for the immediate reliance of the 
property owner, and the business and personal activities 
of his fellow community members. This agent, by his 
activity, knows the advantages and the inherent and cre- 
ated hazards of life and business in his community. He is 
a mine of information about the prosperity and the credit 
standing and habits of pay of many of his fellow towns- 
men. He is the logical man to make our survey to show 
first what a credit applicant owns and does, which we 
know should be adequately insured to maintain the cus- 
tomer’s credit, and to avoid an uninsured loss which 
would impair that credit. 


Credit and Financial Management . ........ - 


Every credit applicant is served by some insurance agent 
competent to diagnose the insurable hazards by which the 
applicant and his business are beset. When the applicant 
divides his purchase of insurance between two or several 
agents, he usually has one agent to whom he turns with 
unusual insurance problems. And so we have prepared 
an examination report; a clinical diagnosis blank; an in- 
surance needs survey for this insurance counsellor to make 
out and return to the interested credit man. 

Through our close contact with the New Jersey Asso- 
ciation of Credit Men, and its active Insurance Commit- 
tee which serves as a practical laboratory for insurance 
matters bearing on credit, we discovered the short-comings 
in the usage of our insurance statement form, some of 
which are above outlined. You, who are credit men, were 
being asked, in effect, to become insurance men gifted with 
a sixth sense for detection of inadequate insurance cover- 
age, when you, yourselves, were inadequately supplied with 
the proper information upon which to form an opinion. 
When we had evolved a new plan to put upon insurance 
amd its organization the burden of supplying you with 
sufficient information, the members of the New Jersey 
Association of Credit Men, to whom the plan was de- 
scribed, were enthusiastic about its value to them, and at 
a meeting of the Trustees of that Association, on Tues- 
day, May 23, they unanimously endorsed it and urged 
that it be given the widest possible distribution, that it 
might be put in use country-wide without delay. The 
detail of using this new analysis form is easiest told by 
steps, seriatim. 

You, the credit man, send to your prospective debtor 
a request for references and you add one to the usual 
number. You ask the customer, “What is the name of 
your insurance agent? If you have more than one, which 
is serving you most?” When you check up upon the 
references furnished, you send the following form letter 
to the insurance agent selected by the credit applicant. 


(This letter to be reproduced by the Credit Manager 
on the letterhead of his own Company. It can be 
printed, if desired, or reproduced by process, by 
leaving room for filling in the name of the Insurance 
Agent and the name of the applicant for credit.) 
Mr. John J. Jones, ) 
23 Main Street, ) name and address of Insurance Agent 
Middletown, Ohio ) as furnished by credit applicant. 


Re—Mr. Tom Brown (name of credit applicant) 


Our mutual friend has applied to us for credit. He 
has advised us that you are his preferred Insurance Agent, 
and you can expedite the granting of this credit he desires 
by surveying his Insurance requirements and how they are 
protected. 

Please fill out the enclosed “Fact Finder,” which will 
be a means of determining just what Insurance he needs, 
and then complete the “Insurance Statement.” Point out 
to him for his own good any serious omissions of needed 
protection. 

Fill out both forms in duplicate; keep one of each for 
yourself and send the others to us. We thank you for your 
cooperation with us in trying to be mutually helpful to 
our esteemed friend. 

Yours very truly, 
CrepIT MANAGER. 
This “Fact Finder” will, by its design and arrange- 
ment tell you what are (Cont'd on p. 45) 


July, 1939 
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(1 and 3) Views at tea given for visiting ladies. (2) Mrs. Milo Zeigler (left seated) and portion of her tireless Hos- 
tess Committee. 
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(Cont'd from p. 43) the customer’s 
snsurance needs, and on the back of the 
analysis form the insurance agent is 
asked to sign a certificate that he has 
examined the insurance carried by the 
credit applicant whose insurance needs 
are shown by the survey, and that the 
insurance in force is adequate except 
as noted by him. Then follows a space 
in which to note the insurance needed 
and not carried. You have a state- 
ment of the insurance carried, filled in 
upon the insurance statement form. 
You have a detailed report by a trained 
insurance agent, showing the insurable 
perils in the prospective debtor’s busi- 
ness, and you have a certificate, signed 
by the customer’s insurance counsellor, 
expressing his opinion of the adequacy 
or otherwise of the customer’s insur- 
ance protection. The insurable perils 
to which a given business and its own- 
ers in Missouri are subject, cannot be 
measured from New York or Pitts- 
burgh by any insurance examiner, nor 
by any credit manager, however astute 
and experienced. It can be measured 
with practical certainty by a trained 
analyst on the ground, and this plan 
for obtaining such an analysis offers 
you the prompt services of such an 
analyst, who is further motivated to 
act carefully and without delay be- 
cause your request of him involves his 
customer, who has paid for the right 
to receive this service at his hands. 
Thus you get many of the essentials to 
a credit report upon your applicant and 
without cost to you. 

If this plan is accepted by your As- 
sociation, one hundred fifty thousand 
insurance agencies throughout the coun- 
try will be apprised of this plan by 
insurance organizations and through 
our trade papers. They will be ready 
to serve you and their clients, who are 
your prospective debtors, according to 
this arranged program. 

Confidence is the present objective 
of nearly every effort to restore our 
lagging national enterprise, and this 
plan, announced today, is calculated to 
increase the confidence with which you, 
the managers of the country’s credit, 
can finance our return to jobs for 
everyone, and prosperity for all. The 
insurance business brings to you, by this 
plan, the services of 150,00 credit in- 
vestigators. 












A copy of the “Fact Finder 
Form” described by Mr. Falls 
will be mailed upon request to 
Credit and Financial Manage- 
ment. 
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The beautiful formations 
in Carlsbad Caverns grow 
with the ages. 





In theory, any business could last indefinitely, growing and 
thriving through the ages. Actually, the average life-span of 
business (manufacturing, wholesale, retail, and construction) is 
only six years—a fact established by a national credit report- 
ing institution after six months’ research covering 2,000,000 
firms in the above classifications. 

Can too many credit precautions be taken when 17.6% of all 
commercial and industrial firms each year quit business, sell 
to auenmNREND, or die insolvent, with creditor firms as chief 


mourners? 
American Credit Insurance 


insures the ‘‘business life’’ of every customer on your books be- 
tween date of shipment of goods and date of payment, paying 
“‘benefits” promptly when debtors default. 


The vigilant Credit Executive employs ‘“‘American”’ Insur- 
ance to complete the chain of protection based on appraisals, 
ratings, statements, Interchange Reports, and his own innately 
sound judgment. Modern policies include full protection on 
“Chandler Act’”’ reorganizations. Get information. 


American Credit Indemnity Co. 


OF NEW YORK J. F. McFADDEN, President 
Chamber of Commerce Bldg. St. Louis, Mo. 


Offices in all principal cities of United States and Canada 


Facsimiles of thirty vital, resultful letters contributed by Manufacturers and 
Jobbers. Cash in on their experience. Ask for free book: ‘‘The Best Collection 
Letter I Ever Used.” Copyright 1989, American Credit Indemnity Co. of N.Y. X17 
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GET THIS FREE BOOK . . 
“The Best Collection Letter I Ever Used” 


(1) President’s luncheon for officers and directors. (2) The annual Zebra Roundup draws many diners 
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How to Save Time 


in Your Office 


Executives confronted with the 
problem of handling an increased 
volume of office work, or con- 
cerned about saving time and 
money by handling the present volume 
more efficiently, will be interested in 
a practical booklet entitled “Ways to 
Save Time in an Office,” which has 
just been issued. 

This 20-page brochure compiled by 
the Burroughs Adding Machine Com- 
pany is timely for executives in all lines 
because it deals with the elimination 
of needless motions. In a_ simple, 
clear-cut manner, it presents valuable 
suggestions intended to guide execu- 
tives in locating the costly operations 
that handicap office employees. 

Typical subjects covered include: 
“bottlenecks” in office routines, month- 
end “peak” loads, rehandling of fig- 
ures, non-productive operations, dupli- 
cation of records, and similar costly 
factors. 

Persons desiring a copy of “Ways to 
Save Time in an Office” may obtain 





AUDITORS! 
OFFICE MANAGERS! 
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0 Loose Leaf 
a Binder 
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With 





JOYCE 


DOUBLE-DUTY FLEXIBLE 
SPRING POST SELF 


one, without cost or obligation, simply 
by addressing a request to Burroughs 
Adding Machine Company, 6071 Sec- 
ond Blvd., Department S., Detroit, 
Michigan. 


Half-told truth! 


“T am on the level now, but some 
years ago I pulled off a number of 
commercial fraud rackets and then 
quit.” 

So wrote a certain individual to 
a prospective creditor, but that story 





When It Falls... 


was half-told for he failed to make 
mention of the fact his real reason for 
terminating his fraudulent schemes was 
not of his own volition. As a matter 
of fact this person’s commercial career 
was brought to a halt as a result of 
an investigation made by the Fraud 
Prevention Department, which in- 


vestigation ended only after he was 
sentenced to a lengthy term of im- 
prisonment. 

It indeed would be interesting if this 
man related in detail as to his “busi- 
ness” after quitting! 


When this gavel falls, a jury may award damages amounting to many 
times the defendant’s assets. Without insurance in adequate amounts 


he may be ruined. 


To avert losses due to such causes, alert credit executives make certain 
that adequate coverage is carried by a customer before granting sub- 
stantial credit. Your Standard agent will be glad to assist you in 
studying a buyer’s entire insurance set-up for possible weaknesses and 
to recommend proper protection. 


Serves for current use . . . then does double duty 

as a storage binder! Learn about the exclusive 

Joyce binder patent features which offer you 

- eee avin . conventonee, extra service, 
is 

on POM! Y SIZE SHEET 


PROVEN ECONOMY! 
QUARTER MILLION IN ACTUAL USE! 
SPECIAL OFFER: Just send us your sample 


sheet and get a JOYCE binder for your trial 


use. Or write for ill “ i 
Binder Geum ne aah eae folder “‘Cutting 


Dept. N 


Standard of Detroit, with 55 years of experience, provides sound cover- 
age against the results of automobile accidents; injuries to individuals, 
employees, and public; robbery; embezzlement; and similar hazards. 


Che Edward J. Joyce Filing Co. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies ... Since 1884 
When writirg to advertisers please mention Credit & Financial Management 
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Grand Rapids 
News Notes 


Nine Insurance 
Experts Address 
Credit Executives 
at Annual Convention 


—which is certainly an indi- 
cation of the importance your 
Association places upon the 
need for complete and ade- 
quate insurance protection 
in order that a proper credit 
structure be maintained. The 
Northern Assurance Com- 
pany, Ltd., has agents in 
every important business 
center of the United States. 
They are competent to assist 
you in obtaining additional 
insurance facts regarding the 
adequacy of your customers’ 
insurance protection. 


These agents are also quali- 
fied to advise you concerning 
your own company’s insur- 
ance requirements. 


Northern Assurance agents 
represent a company which 
has conducted a world-wide 
insurance business for the 
past 103 years. It celebrates 
this year its 85th year in the 
United States. 


There is a Northern Assur- 
ance agent in your city. We 


will supply his name and 
address upon request. 


NORTHERN 


ASSURANCE CO., LTD. 
135 William St., New York 
Chicago 


San Francisco 


FIRE 
INSURANCE 
AND 
ALLIED 
LINES 





Ask anywhere in the World what repu- 
tation the Northern of London bears. 


When writing to advertisers please mention Credit Financial Management 


First year of 
Chandler Act 


(Cont'd from p. 29) that the law of 
competition will preclude our doing so, 
but it is worthy of our best thought. We 
are rehabilitating businesses as units of 
commerce, as community agencies. We 
are putting men back onto the high- 
way of life with a fresh start, and a 
new hope with new courage. Yes, it 
is more than forms and files, than bar- 
risters and briefs, than courts and cus- 
toms. It is life, and action and prog- 
ress. We are the trustees not only of 
the present but of the future, and espe- 
cially so are the members of this splen- 
did organization. You primarily create 
through the extension of credit a sub- 
stantial part of the debts which must 
eventually be discharged in bankruptcy. 
You therefore very properly have a 
high degree of control, “creditor con- 
trol”, of administration. Through 
your organization you help to write the 
laws of the country with reference to 
credit and debt, and insolvency and 
bankruptcy. You individually help the 
courts to administer these laws. It is 
evident that the elements of trusteeship 
are very great; the Courts and the 
legal profession and the bankers and 
other business men share it with you. 
It all involves a tremendous responsi- 
bility which includes not only dollars 
and cents, merchandise, machinery and 
fixtures, houses and lands, and business 
enterprises, but it involves people, men 
and women, all struggling for a place 
in the sun; it includes all forms of 
trade, commerce and industry; in short, 
it means the life and happiness and 
prosperity of our country. 

If we succeed in doing that, we shall 
have done our full duty to ourselves 
and to those who come after us. Let 
us all strive for the very best in the 
development of our debtor and creditor 
relationships, the laws that regulate 
them and their effective administration. 


YOUNG WEBSTER 


School Teacher: “Johnny, can you 
tell me the difference between perse- 
verance and obstinacy ?” 

Johnny: “One is a strong will, and 
the other is a strong won't.” 


—The Church Militant. 


“Character is the one thing that out- 
ranks financial capital and is forever 
good.” 
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1939 Adds to NACM 
Traditions 


(Cont'd from p. 22) hearted support 
to this association, which is your asso- 
ciation. No other phase of business 
administration has behind it an organ- 
ization comparable to the National 
Association of Credit Men. 

We all agree that a man’s greatest 
hunger is for security... right? 
How much security would there be to 
the credit manager’s job if he were to 
start tomorrow without a local and a 
national association in existence? 

It has done much for you and there- 
fore, it should continue to receive your 
loyal support. ‘Tell this to all credit 
managers. Get behind your local off- 
cers and paid personnel. Do your share 
in all of its activities—membership, 
legislative, educational, etc. I would 
tell all members that it is not fair to 
expect others to pay what their share 
might be on life’s toll bridge. 

It is a self-evident truth that asso- 
ciation work pays big dividends in self- 
development, in self-discipline, in 
friendships and in job security. 


* * * + # 


My year as your president has been 
an outstanding and happy adventure in 
my life. I thank the National Board 
of Directors, and National Commit- 
tees, the national and local staffs and 
the members for their fine understand- 
ing help. 


Trusting 


Beggar (to gentleman): “Can’t you 
give a poor man a penny?” 

Gentleman: ‘“Haven’t any change 
now. Will be back this way soon.” 

Beggar: “Ah, sir, it’s giving credit 
to men like you that keeps me poor.” 


BOOKS 


“ADJUSTING YOUR BUSINESS 
TO THE NEW LEGISLA- 
TION.” Edited by Leo M. Cherne, 
LL.B., published by the Tax Re- 
search Institute of America, Inc., 
292 Madison Avenue, New York 
City, $10.00. 

This is an 1100 page loose leaf book 
devoted to the technical interpretation 
of federal and state laws which regu- 
late trade. A considerable chapter is 


devoted to the discussion of what con- 
stitutes interstate commerce. This is 
followed by complete chapters devoted 
to labor relations, wages and hours, ad- 
vertising and selling legislation, Robin- 
son-Patman and Anti-Trust Laws and 
miscellaneous federal legislation and 
followed by a chapter dealing with 
state business regulations such as fair 
trade, loss-leader, anti-discrimination 
and chain store control acts. 

As outlined above, the work is on a 
very complete basis and should be ex- 
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cellent help to those charged directly 
with business operations which come 
under federal and state regulations. 
Although written by a board of 
lawyers, the text is presented in a form 
which will be attractive to both lay- 
men and attorneys. In most cases the 
laws themselves are quoted with ex- 
planations and observations in the 
main text. 

This new book is a part of the loose 
leaf service offered by the Tax Re- 
search Institute of America, Inc. 
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Little Junior What Now? 


(Continued from page 11) operation. Overstocking 
of merchants has been responsible for many of the past 
due accounts in the past. The average retailer does not 
keep cost records and, therefore, does not know the 
amount of merchandise with which he can function most 
advantageously. Frequently he will buy in large quanti- 
ties to obtain a better price in the belief that he will 
realize a greater profit on the merchandise, whereas, if 
everything were taken into consideration, he would find 
the goods were actually costing more than if they had 
been bought in smaller quantities. The efficient credit 
man, from his experience in dealing with many retailers, 
should be in a position to render his customer a great 
service in this respect. 


Selling Credit Terms? 


Another is the practice of emphasizing credit terms 
rather than merchandise, or, in other words, selling credit 
terms instead of merchandise. ‘This practice, the result 
of a combination of the depression and keen competition, 
must be corrected if business and industry are to survive 
under private ownership. It affects not only the business 
practicing it but business in general and in turn, the wel- 
fare of the general public, which becomes the concern of 
Government. If business and industry cannot correct 
the situation voluntarily, the Government will have to 
step into the picture as it has done in other instances. 
Such a step will give the Government another argument 
for more strict Government regulation of business. In 
addition, Government regulation will be found the less 
satisfactory solution. The answer is greater merchandise 
value and more service, not credit terms. 

In some lines of business, open accounts on long terms 
and seasonal datings are the prevailing custom. It seems 
unfair to manufacturers and jobbers to be required to 
have large amounts of working capital tied up in long 
term open accounts. With the great number of financing 
services available through financial institutions today, 
wholesalers and retailers should be willing to use banking 
credit to take care of their working capital requirements 
during seasonal periods or to use trade acceptances which 
the manufacturer or jobber can discount at his bank. 
Under such conditions, the ultimate cost of the product 
to the retailer would be no greater than at present and 
should be less. In addition, the wholesaler or retailer, 
assuming it is his intention to pay the account when due, 
would not be required to make his payment sooner than 
at present. The cost of carrying the account and the 
greater degree of risk due to the length of time the ac- 
count is outstanding are, or should be, taken into account 
in establishing the price of the goods. Lessening of the 
degree of risk and the more rapid turnover of working 
capital should enable the manufacturer to reduce the 
ultimate cost of the product to the retailer. This would 
be an advantage to the retailer in enabling him to reduce 
his price and thereby reach a greater number of pros- 
pective consumers. 


Adjustment Bureaus Valuable 


In the past, credit men have been too anxious to throw 
debtors into bankruptcy. The success of the Adjust- 





ment Bureaus of the local associations of the National 
Association of Credit Men has done much toward effect- 
ing a change of attitude in this respect. Unless there 
are evidences of fraudulent intent, the credit man should 
try to help his distressed debtor all he can by extension 
or compromise. If he can save the business through ex- 
tension, he has saved an outlet for his product. If he 
must compromise his debt or liquidate the business, by 
friendly action he will salvage a greater portion of his 
account than would be possible under bankruptcy pro- 
ceedings. The continued use of the Adjustment Bureaus 
will prove very beneficial.in these cases. 


Distress Merchandise a Peril 


Mention of bankruptcies brings up another phase in 
which the credit man may be of service to his customers, 
In the past, merchandise stocks of bankrupts have been 
bought up by firms specializing in retailing bankrupt 
goods at prices, in some cases below the cost to the regular 
retailer, much to his embarrassment and to the detriment 
of the wholesaler or manufacturer. It would seem that 
the logical thing that the manufacturer or wholesaler 
should do, for his own protection as well as that of his 
customer, would be either to take back the distressed 
merchandise or force the bidding to a figure commensurate 
with the price the goods would ordinarily bring in the 
regular markets. If the credit man can convince the 
management of the soundness of such a policy, he will 
save his customers much worry and himself a lot of grief. 

Some firms today, in an effort to cut expenses wherever 
possible, are making drastic reductions in their insurance 
coverage. The conditions prevailing have made it neces- 
sary that the credit man investigate thoroughly to deter- 
mine whether the applicant for credit has taken the 
necessary precaution in providing adequate insurance 
coverage of all kinds. A fire, flood, or tornado loss, or 
judgment as a result of an accident, unless pretected by 
insurance, can seriously affect the entire set-up of a busi- 
ness, often to the extent of forcing it into receivership or 
bankruptcy. 


Collection Problems Ever Present 


Little or no mention has been made of collections or 
collection procedure for various reasons. On the premise 
that if you watch your credits closely when granting them 
collections will follow as a matter of course, emphasis 
has been placed on analysis. There will always be a cer- 
tain amount of slow accounts which are unavoidable due 
to causes inherent in the modern system of credit economy. 
But, if the credit man has properly analyzed his cases, 
he will be able to handle the accounts more effectively 
should they go sour. Then too, there are so many types 
of collection problems and so many ways in which they 
may be handled that it is not possible to provide a general 
solution. 

The junior looking ahead might well remember the 
following points: 

(1) Get all the facts before you make your decision. 

(2) Always use logic. There is a logical reason for 

everything and a logical conclusion. 

(3) Be consistent. Your customers may compare notes 

and lose confidence in you. 

(4+) Never try to carry your credit files in your head. 

Put all your information in your files and consult 
them before making a statement. “Off the cuff” 
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statements quoted as facts are 
usually wrong. Loss of confi- 
dence results from discovery of 
the error of your statement. 

(5) Play square. If you cut corners 
can you blame your customers for 
doing so? 

(6) When you put down a file, forget 
it. Then unpleasantness or the 
result of your decision will not 
bother or influence you in the con- 
sideration of the next cast. 


Mexico Now Has Active 


Credit Association 


The Association of Credit Men of 
Mexico has just completed its first 
Wyear of active work. It was 
founded in March, 1938, in a very 
small way. On its present member- 
ship of over 100, there are a number 
of subsidiaries of American concerns, 
such as Colgate-Palmolive-Peet, S. A., 
Westinghouse Electric International, 
National Paper & Type Co., General 
Electric, Parke Davis & Co. of Mex- 
ico, Vacuum Oil Co., Bauer & Black 
of Mexico, Sherwin Williams Co., 
Goodrich Rubber Co., Burroughs Ma- 
chine Co., Scott & Browne of Mexico, 
Hard Chemical Works of Mexico, 
National City Bank of New York, 
Coca-Cola, Johnson & Johnson of 
Mexico, Fritzsche Brothers of Mexico, 
Nestle & German Line. 

The purpose and aims of the Mexi- 
can Association are the same as our 
own organizations; it now has a well 
equipped office with a complete staff, 
it is giving very valuable help to its 


results, call the Postal Tele 


members in the form of a. complete 
collection service, Interchange of actual 
ledger experience and other activities. 


Interested members can address 


PICK TEN TOUGH 
LONG-OVERDUE ACCOUNTS 
and watch POSTAL TELEGRAPH collect ’em! 


They click as often as 95 times 


Just call ‘Postal Telegraph"°—then watch results! Swiftly 
our message gets to the right party, gets read, gets ACTION! 
or information about this and other ways of speeding 

























LP Postal Telegrams to col- 


lect those old accounts. 


out of 100! Because there's an 
urgency, an immediacy, a 
dramatic quality about them 
other collection methods lack. 





graph manager in your district. 


their mail to Associacién Mexicana de 
Gerentes de Credito (A. M. G. C.), 
Apartado Postal No. 1918, Mexico, 
D. F., Mexico. 


Bad Debt Loss Study (Continued from p. 17) 


TABLE 5—Percent of Bad Debt Losses to Credit Sales 








Under $250 $250 to $500 $500 to $750 
Sales Size Groups y 
No. of No. of 
Reports | 1937 1938 | Reports 
MANUFACTURERS 

Under $50,000.............. 26 0.59 0.87 15 0.74 0.31 » _ — - 
$100,000.......... 50 0.63 0.73 34 0.79 0.68 19 0.58 0.61 

$100,000 to $200,000... . 59 0.74 0.61 47 0.76 0.60 27 0.47 0.50 
,000 to $300,000. . . ad 0.75 0.68 31 0.60 0.55 29 0.49 0.42 
$300,000 to $500,000. . . 51 0.52 0.64 36 0.37 0.53 34 0.42 0.45 
$500,000 to $1,000,000... .... 47 0.48 0.58 54 0.43 0.48 30 0.25 0.38 
$1,000,000 to $5,000,000... . . 26 0.33 0.40 46 0.32 0.33 40 0.20 0.32 
$5,000,000 and Over........ _— —_— _ 7 0.20 0.21 7 0.20 0.23 

WHOLESALERS 

Under $50,000.............. 44 1.29 1.84 14 0.38 0.57 _ - - 
,000 to $100,000.......... 68 0.84 0.87 46 0.59 0.71 - on — 
$100,000 to $200,000. 81 0.89 0.81 97 0.64 0.53 46 0.47 0.64 
$200,000 to $300,000 49 0.65 0.52 66 0.61 0.73 72 0.55 0.60 
$300,000 to $500,000. .. 52 0.64 0.67 83 0.73 0.62 72 0.65 0.55 
$500,000 to $1,000,000....... 35 0.61 0.60 84 0.49 0.44 73 0.44 0.41 
$1,000,000 to $5,000,000... .. 19 0.52 0.60 48 0.39 0.41 49 0.49 0.40 
$5,000,000 and Over........ — _ _ — — _ 8 0.23 | 0.30 


Average Credit Sales Per Account 





$750 to $1,000 $1,000 and Over 


No. of No. of No. of 
1937 1938 | Reports | 1937 1938 | Reports | 1937 1938 | Reports | 1937 1938 


| 
| 
| 
| 
| 
| 


8 1.33 0.72 16 0.35 0.21 
23 0.49 0.39 30 0.14 0.34 
13 0.34 0.33 49 0.49 0.76 
25 0.38 0.61 65 0.34 0.37 
34 0.38 0.34 140 0.33 0.33 
36 0.23 0.21 262 0.17 0.23 
12 0.12 0.17 104 0.12 0.11 
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Musical Treat Opens 
Credit Congress Program 


Miss Scoville Scores Big Hit with 
MacDowell’s Concerto 


Those who were fortunate enough to attend the 
Credit Congress in Grand Rapids will long remem- 
lu ber the delightful musical program on Sunday even- 
ing which was the opening event of the five day 
session. N. A. C. M. delegates and their friends packed 
the convention assembly room in the civic auditorium for 
this Sunday evening musical and came away enthused 
over the auspicious opening of the Credit Congress. 

The musical was given by Miss Helen Scoville of New 
York City, a brilliant pianist, who is enjoying recognition 
as one of America’s leading artists. The Olivet College 
symphony orchestra accompanied Miss Scoville in her 
rendition of MacDowell’s Concerto Number Two and also 
presented Tschaikowsky’s “Pathetique”. The Olivet or- 
chestra appeared at the special invitation of Executive 
Manager Heimann, who is a member of the Board of 
Trustees of Olivet College. 

The following comment by the musical critic of the 
Grand Rapids Herald reports the artistic success of Miss 
Scoville’s performance and also of the symphony program 
by the Olivet orchestra: 

“Members of the National Association of Credit Men, 
meeting here in its 44th annual convention, Sunday even- 
ing heard a delightful concert in the black and silver 
room of the civic auditorium by Helen Scoville, pianist, 
and the Olivet College Symphony orchestra, conducted 
by Pedro Paz. 

“Miss Scoville is a young American who has played 
abroad with success. She was heard for the first time in 
Grand Rapids Sunday night and proved to be a brilliant 
young musician with an imposing technical equipment 
and mature discernment. 

“She chose to play MacDowell’s ‘Concerto No. 2 in 
D Minor.’ An impressive quality of Miss Scoville’s 
playing is her sonorous tone, admirably suited for the 
sweeping melodies of the work she played. She handled 
the rapid passage work most deftly, and proved herself 
mistress of a genuinely pearly trill, an ornament on which 
MacDowell makes considerable demands in this concerto. 

“A delicious section of the concerto as Miss Scoville 
played it was the presto giocoso, genuinely joyous, played 
with an entrancing suggestion of the dance. The graver 
opening movement, filled with beautiful melody, and the 
vigorous close were intelligently and effectively done. 

“The audience was delighted and fairly overwhelmed 
Miss Scoville with repeated calls back to the platform. 
Her first act on finishing the concerto was to shake hands 
cordially with Dr. Paz, whose orchestra had given her 
excellent support throughout the concerto. 

“The orchestra, indeed, starred on its own account. 
Dr. Paz presented them in Tschaikowsky’s ‘Pathetique’ 
symphony, an ambitious undertaking for any college 
orchestra, but one that the Olivet musicians came through 
with credit. Dr. Paz uses his orchestra cleverly, making 
the most of his every instrument, building his climaxes 
artfully, keeping the tempo where his young players are 
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secure and unflurried. 

“The orchestra played with remarkable understanding 
and responsiveness. ‘The ‘Pathetique’ symphony proved 
a very good choice for the program, and the audience, 
which filled the concert hall, was enthusiastic as they 
were, later, over Miss Scoville. 

“Dr. Paz allowed his players to stand to share in the 
applause which greeted the symphony, an honor the 
musicians had well earned. Representatives of the St, 
Cecilia society were invited to hear this interesting con- 
cert with convention guests.” 

Miss Scoville, who in private life is the wife of Eduard 
Naumann, office manager at N. A. C. M. national office, 
New York, will be heard in concerts at the New York 
World’s Fair in August. 


Accounting Information 
for Credit Purposes 


(Continued from page 14) so under the new liberal 
management, The New York Stock Exchange is in a unique 
position to work out this problem by insisting upon coopera- 
tion from the American Institute of Accountants, and by 
direct suggestions to the managements of corporations 
whose securities are listed on the Big Board. The es- 
tablishment of standard policies under such leadership 
would immediate widespread effect.. Such a renaissance 
would be nothing more or less than carrying out one of the 
fundamental policies of the New York Stock Exchange over 
the years in determining sound accounting policies, such as: 
The announcement in 1926 that corporations whose stocks 
were listed in the future must agree to publish quarterly 
statements of earnings; the announcement in 1933 that 
dividends on treasury stock could no longer be taken into 
income; and the announcement in 1936 that stock dividends 
could no longer be taken into income in an amount greater 
than that charged against the earned surplus of the issuing 
corporation. 

In the third instance, the solution to this problem is in the 
hands of the Securities and Exchange Commission, which, 
according to the Securities Act of 1933, has the authority 
to define “accounting, technical, and trade terms,” and 
which is now getting its feet into this all-important problem. 
I say “all-important problem” deliberately, as every policy 
of the active management finds its way somewhere into 
the figures of a corporation—the excessive purchase of mer- 
chandise shows up in a heavy inventory: the acquisition of 
fixed property to be paid for in the future results in larger 
fixed assets and the creation of a funded debt; the payment 
of an insurance policy, in insurance expense in the profit 
and loss account; the purchase of postage stamps, in post- 
age; and the payment of dividends, to a charge to surplus. 
In a very detailed way, the figures of a business are the 
exact reflection of detailed management policies. Perhaps 
after twenty-four centuries the philosophy of Pythagoras 
of the intrinsic importance of numbers is more true than 
in his own age and day. 

In conclusion it may be said that accountants must re- 
member that there should be different statements for dif- 
ferent purposes. The accountant must be something more 
than the economic man of John B. Canning, that is he 
possesses a national mind but lacks legs of truth. In order 
to strengthen his legs he must depart from convention and 
orthodoxy and present statements treated in a manner to 


convey the precise idea wanted by the reader.* 





5’ For novel statements from a credit viewpoint see the summer issue 
of the Southern California Business Review, 1938. 


Part III of the Bad Debt Loss 


Study appears in August Issue 
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The business thermometer: 


Analysis of figures by Marketing Research Division, U. S$. Dept. of Commerce 


Business moves forward 
Business continued to move forward 
in May, but at a somewhat faster 
tempo than during preceding months. 

. The first four months of this year had 

been characterized by rather moderate 
gains in sale, but almost all lines of trade 
and industry showed a strong forward 
movement in May. 

Two of the most important factors in 
the sales revival were undoubtedly the 
residential construction situation and the 
maintenance of consumer purchasing. Resi- 
dential contracts held up very well in 
May, resulting in an increased demand 
for various lines of durable goods. 

The retail sales picture in May was 
particularly heartening. Department store 
sales, on a daily average basis, were up 
about 9 percent from May 1938. Variety 
store sales were 5% percent higher than 
last year, while sales of general merchan- 
dise in small towns and rural areas led 
all kinds of retail selling with an increase 
of 16 percent in daily turnover from May 
of last year. 

The continued flow of merchandise 


through retail outlets undoubtedly con- 
tributed much to stimulate the increased 
activity in industry and wholesale trade. 
Government spending in consumption chan- 
nels has been a strong factor in the main- 
tenance of retail sales. 


Manufacturers sales up 19% 


Each of the 14 industry groups for 
which data are collected for these monthly 
business reviews reported increased sales 
from last May. The Motor vehicle parts 
industry and iron and steel mills with in- 
creases of 49 and 46 percent respectively 
showed the greatest gains from last year. 
The percentage changes for these two in- 
dustries are naturally strongly affected by 
the sharp curtailment in activity which 
characterized them at this time last year. 
It was during last May that many of the 
heavy industries and producers of dur- 
able goods scraped bottom. 

While the importance of the marked 
gains shown by the heavy industries can- 
not be underestimated, the more modest 
increases in sales of non-durable consump- 
tion goods should not be lost sight of. 


Sales of food and kindred products were 
up 10 percent while petroleum sales were 
up 3% percent. These less spectacular 
gains are none the less encouraging since 
they were registered by industries whose 
fluctuations ordinarily do not assume the 
proportions of those recorded by the dur- 
able goods industries. It will be remem- 
bered that sales of these non-durable con- 
sumption products held up relatively well 
during the 1938 depression and therefore 
comparisons with last year must be inter- 
preted in this light. 

Sales for all lines of manufacturing com- 
bined increased about 5 percent from April. 
This upward movement is one which was 
in contradistinction to the sales changes 
which have occurred between these two 
months for the past several years. Manu- 
facturers sales declined from April to 
May in each of the three previous years. 


Wholesale sales up 12% 


Wholesale distribution channels exhib- 
ited the same forward movement in sales 
as characterized industrial operation and 
retail trade during May. More than 3,000 


All survey figures collected and compiled by U. S. Bureau of Census 
MANUFACTURERS’ sales and collections on accounts receivable, May 1939 









May Dollar Sales 








Percent change 


Collection Percentages* 








Total Accounts Receivable 





Percent change 
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Indus’ Number 
a” of firms May 1989 from May |reporting| May 
reporting} May April 1939 credit 1939 
sales 1938 1939 

Food and kindred products, total................ 408 + 9.7 + 1.9 | $60,967 288 129 
is on nab Gia wa ba bins voce kee Ac 5<o 203 + 8.2 — 6.4 14,644 116 127 
Flour, cereals and other grain mill products. . 27 — 5.0 + 8.5 5,738 23 152 
Meat DC cacivecbarsandgbe ehkecaven est 24 + 1.5 + 9.6 5,525 22 187 
Distilled liq uaa TRUE aN eN eee ky 4 eee ta 7 +17.4 —14.9 2,157 7 81 
cai ce hipedceeeeaecusdseaneee 10 +15.3 +17.0 6,727 7 188 
aging ch aeidne d5cSoh) 2.08.60 27 + 2.7 + 3.6 1,159 20 59 
CU NT PIII ig oo vn sec cccosceceeveses 110 +15.1 + 2.3 25,017 93 126 
Textiles and their products, total................. 123 +20.0 + 1.6 ,401 115 67 
Clothing, men’s, except hats................. 31 +30.2 | — 2.6 5,139 29 46 
Clothing, women’s, except millinery.......... 21 +20.7 + 7.7 1,426 19 76 
Knit goods...........< 2 RPE ee 11 +28. + 3.8 2,217 ll 76 
Other textile products. .................00000: 60 +15.5 + 2.2 14,619 56 74 
ee eee 69 +24.5 + 5.4 5,206 66 71 
eg ence cadens as deahouschess 36 +17.5 + 2.6 2,624 34 61 

Lumber, timber, and other miscellaneous 
forest Dd hhcgatsines ee eneseewee 33 +32.5 + 8.4 2,582 32 87 
Paper and allied products, total.................. 97 +10.6 + 6.4 12,561 85 100 
Paper, writing, books, etc.................+.+- 25 +14.8 + 0.6 1,659 17 81 
Paper, boxes and other paper produets....... 60 + 9.7 + 7.2 7,906 58 103 
, MILER ce wasasebastnsnscanssesees3<s<c 12 +10.8 + 7.5 2,996 . 10 106 
Printing, publishing and allied industries. ....... 60 +16.2 + 2.0 2,478 54 71 
Chemicals and allied products, total.............. 120 +20.7 +12.6 17,415 110 72 
Paints and varnishes................e2eseeees 63 +19.5 +24.8 5,182 59 58 
Pharmaceuticals and proprietary medicines. . 19 +24.9 + 3.4 1,334 18 69 
Other chemical products...................+- 38 +20.8 + 8.8 10,899 33 84 
eux clasacre veep ase 14 + 3.5 + 6.8 37,773 12 117 
ee ngs eicewnceer 15 +14.3 + 3.9 2,931 14 55 
Leather and its products, total................... 107 +17.8 + 0.4 21,721 98 59 
a ves bb ns ncsdceseveees 44 +16.9 — 0.7 15,128 41 52 
Leather: tanned, curried, and finished........ 40 +17.0 + 0.7 5,579 36 93 
Other leather EES: 23 +38.9 +18.3 1,014 21 82 
Stone, clay, and glass Ro cinccscvecnosascs 56 +19.7 +16.5 11,006 53 86 
Iron and steel and their products, total........... 167 +46.4 + 2.5 46,566 156 87 
pe SES ER ere 18 +33.7 +12.2 3,355 17 77 
Stoves, ranges, steam heating apparatus...... +25.7 +29.8 2,365 23 60 
Other iron and steel products................. 126 +49.0 + 0.5 40,846 116 89 
Non-ferrous metals and their products, total......] 53 +33.5 | +12.3 9,347 50 72 
Jewelry and jewelers’ supplies................ 28 +21.7 + 4.5 3,696 26 61 
Other non-ferrous metals..................... 25 +42.6 | +18.1 5,651 24 83 

Machinery, not including transportation 

EINE, WON 5 6 6005s ecco cscvcccesacccss 213 +21.7 + 4.4 53,835 190 61 
Electrical machinery, apparatus and supplies 96 +20.8 + 5.1 37,441 83 61 
Other machinery, apparatus and supplies. . .. 17 +23.7 + 2.9 16,394 107 62 
Motor-vehicle parts.............00scceeeeeeeeoes 42 +48.6 | —5.5 | 5,376 38 81 
iscellaneous industries................0.ceeceeee +19.4 +15.4 11,552 63 75 
bi a sere oN ciao neds aellebe 1,619 +19.2 + 4.7 322,135 1,392 82 


As of 
May April May 1, 1939 from May 1, 
May 1, | April 1, , 
1938 1939 "| (00's) 
124 121 +10.8 + 2.4 $44,561 
116 115 +1.7 | *—7.8 7,315 
144 125 + 1.6 + 3.7 4,145 
178 173 — 2.6 —11.2 2,736 
81 86 +11.8 — 4.2 4,266 
165 166 + 3.5 + 1.2 2,971 
63 56 +14.1 + 2.7 1,922 
122 122 +19.4 + 8.4 21,206 
62° 64 *— 0.7 — 2.9 35,234 
45 47 —1.7 + 7.3 9,765 
72 67 + 4.7 — 8.3 1,873 
67 75 — 4.1 — 4.8 2,811 
68 70 — 0.2 — 6.4 20,785 
68 66 + 7.4 + 8.1 ’ 
58 58 + 8.1 + 0.9 4,187 
83 80 + 6.3 +22.0 2,648 
100 93 + 7.4 — 3.1 11,510 
76 79 +12.1 — 3.7 1,868 
104 97 + 5.5 — 3.1 ,209 
106 93 + 9.9 — 2.8 2,433 
68 70 + 6.3 —1.9 3,787 
69 69 + 9.2 + 2.2 22,777 
56 53 + 5.3 + 3.8 9,355 
66 70 +13.1 + 0.3 1,776 
80 82 +11.9 + 1.2 11,646 
117 106 + 0.4 + 3.8 22,143 
56 51 +23.6 + 3.0 5,826 
54 56 + 5.0 —10.6 43,214 
50 50 + 4.1 —11.0 35,972 
80 89 + 8.6 — 9.5 6,180 
76 77 +20.4 — 4.1 1,062 
82 81 +10.5 + 3.1 11,394 
81 87 +27.6 + 4.0 53,404 
76 68 +34.3 + 1.9 4,082 
53 60 + 0.1 + 1.5 3,190 
84 90 +29.5 —4.4 46,132 
66 67 +16.7 — 4.8 12,370 
59 58 +19.8 — 4.6 5,990 
73 76 +13.9 — 4.9 6,380 
61 61 +11.9 + 2.9 51,769 
62 62 14.7 + 3.9 31,307 
58 60 +11.9 + 2.9 51,769 
75 82 +21.0 — 1.6 7,162 
75 73 + 5.2 + 0.8 12,450 
79 78 +10.4 — 1.3 344,436 


* Collection percentages are obtained by dividing collections by accounts receivable for an identical group of firms. 
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wholesalers furnishing their figures for 
use in this monthly review reported an 
increase of 12 percent in sales for May 
as compared with last year. Only 3 of the 
31 lines of wholesale trade for which data 
are shown separately failed to exceed their 
May 1938 sales volume. 

Increases ranged up to 49 percent for 
distributors of farm supplies. Wholesalers 


of lumber and building materials reported 
an increase of 35 percent; metals; and 
furniture and house furnishings each 32%. 
The increases in the furniture and 
building materials trades are in line with 
the residential construction situation as dis- 
cussed in the first part of this article. 
Despite the sales increases from last 
year, wholesale inventories remained be- 


low the level of May 1938. The 4 percent 
decline in the inventory level coupled with 
a 12 percent increase in sales resulted jp 
a stock sales ratio well below the level of 
May of last year. Further, the ratio 
showed a substantial decline from April 
1939. The ratios were 162 percent, 189 
percent, and 182 percent for May 1939, 
May 1938 and April 1939, respectively, 


WHOLESALERS’ sales and inventories, May 1939 


Dollar Sales 





End of Month Inventories (Cost) 


Stock-Sales Ratio# 




















Percent change May Percent change 
Kind of Business aime May 1939 from 1939 7 May 1939 from ors 1, May May April 
reporting} May April | (000’s) |reporting|~ May April | (000’s) 1939 1938 1939 
sales 1938 1939 stocks 1938 1939 

Od. os chose bebe wensharee 211 +14.6 + 5.0 $3,408 95 — 4.5 — 0.9 $3,965 243 298 264 
ee inc kd a5 asics abe kbces hbase peeanes used 14 +16.7 + 5.2 707 10 — 4.9 — 2.1 562 106 129 116 
One reed hanes wo WO 35 +10.2 +15.9 2,413 13 — 9.1 — 6.9 801 167 203 243 
Clothing and furnishings, except shoes........... 49 +19.7 —25.4 1,519 28 + 0.2 —1.4 1,186 198 229 168 
Shoes and other footwear......................05 42 + 6.4 + 2.1 10,430 26 — 2.2 — 6.1 6,429 139 137 143 
RC che cchesioha he ace ELinir one eseeess shen ese he 14 +29.3 + 8.8 2,698 5 —40.5 —30.7 970 45 97 72 
Drugs and drug sundries##....................+.- 76 +11.0 + 6.3 8,563 46 — 0.2 — 2.4 9,787 194 220 214 
Without liquor department................... 57 +11.0 + 5.8 5,392 32 + 2.1 — 0.4 5,389 192 214 206 
With liquor department...................... 19 +10.9 + 7.1 3,171 14 — 2.9 — 4.8 4,398 197 228 224 
(eS be nh gS IR eae eg UR 130 +16.8 +11.1 11,320 78 — 7.2 — 2.9 20,930 255 316 298 
Cee Tn TT nn ne ne aber eehe eee 355 +23.2 +17.0 21,940 294 + 2.6 — 1.5 22,011 112 134 133 
Dairy and poultry products. ..................... 24 — 7.3 + 5.1 2,389 14 + 4.0 — 1.3 988 71 69 75 
Fresh fruits and vegetables.......... ieaventyeane 80 + 7.8 +11.4 2,410 56 — 0.7 — 4.9 447 27 28 33 
Farm supplies............ Se kbseews pec yaesnesso=ey 9 +48.6 —37.8 694 4 + 4.3 —18.4 217 134 184 157 
Furniture and house furnishings................. 52 +31.6 +19.1 3,912 28 + 1.7 —1.1 4,966 183 244 222 
Groceries and foods, except farm products........ 777 + 4.6 + 8.7 53,840 427 — 2.7 — 2.0 44,348 155 165 170 
Meats and meat products.....................008 69 +13.8 + 0.2 13,352 45 +12.1 + 3.0 1,237 35 37 41 
EUGMERESRAEERAL DAs eae Si oSs oss o0s0 sh ons crear en 36 +10.5 +23.1 608 27 + 0.8 +18.3 123 26 29 27 
Wines and spirituous liquors..................... 27 — 9.9 + 2.9 2,833 18 —18.0 — 9.6 3,975 153 167 173 
ee Ok Wis sigan kone sour ieeese sie 452 +16.6 +12.2 31,954 290 — 3.1 — 0.6 56,430 249 302 281 
es es cose kbakee sche 160 +15.4 +11.5 20,287 106 — 2.6 — 0.6 40,671 270 319 305 
NTE ek a cuca c euah eel 24 +18.6 + 2.4 1,265 17 + 1.1 — 0.4 1,879 237 280 226 
Industrial supplies*......... Sen essindsSee senate 133 +17.3 +10.0 5,417 81 — 5.5 0.0 885 229 292 258 
Plumbing and heating supplies............... 135 +20.2 +20.6 4,985 86 —4.4 — 1.2 4,995 171 222 205 
a uke Oks kbs knseKt bs essocessuoasiee 48 +18.3 + 5.3 1,536 24 — 7.6 — 4.2 2,576 373 449 380 
SEIN nas Gs y's pve noe pb basics $055 ¢00s andr 10 +14.8 — 3.1 93 _ _ _- _- _— _ _ 
Lumber and building materials.................. 44 +34.9 +18.5 4,565 27 + 3.4 — 3.3 3,099 129 178 168 

Machinery, equipment and supplies, except 
ES cobb G6c cu sbecayb exe xekesssseens 70 +12.3 +19.2 2,171 38 —16.5 — 4.8 3,733 244 323 305 
Surgical equipment and supplies......... 8 39 +17.6 + 4.6 735 22 — 0.7 + 0.1 882 195 220 198 
Cire L A. CUCL Leb aseahsieecnsebneeees aah 22 +32.3 + 0.1 2,243 16 — 8.1 + 0.3 3,929 222 330 227 
I IID 5.505 Skis ses sens evvenece 107 +12.7 + 4.0 4,532 55 — 43 — 0.9 4,448 187 215 193 
Ee ons ACLs Lauda soos bes vebseeeseeel 15 + 4.9 +12.6 3,509 Gg — 2.4 — 5.2 1,428 62 64 71 
Tobacco and its products.....................005. 182 + 6.0 +12.1 14,547 67 — 6.8 + 7.8 3,787 51 58 54 
Leather and shoe findings........................ 13 — 4.7 — 0.8 262 4 —21.6 —13.9 105 328 383 330 
eee scan ase sknehesinadeies een 39 + 8.4 + 5.1 3,749 28 —12.7 + 5.6 5,320 165 201 164 
DELLS Ebecsshhesksennvnerhheaeee 3,044 +11.8 + 8.8 | 213,143 1,797 — 3.9 — 1.8 | 208,852 162 189 182 

* This heading also includes distributors of mill, mine and steam supplies. 


** Insufficient data to show separately. 


# These Stock-Sales ratios are percentages obtained by dividing stocks by sales for an identical group of firms. 
## Total Sales, including liquors, wines, etc. 


WHOLESALERS’ accounts receivable and collections, May 1939 








Collection Percentages* Total Accounts Receivable 


Percent change 











. s Number of May 1, 1939 from 

Kind of Business ms May May April As of May 
reporting 1939 1938 1939 May 1, April 1, 1, 1939 
1938 1939 (000's) 
IN Ls Sod cube eabisasepeneuebs sense 163 67 63 63 + 1.6 + 0.7 $3,291 
a oy guntaneesin bebe neath 13 64 63 67 +10.3 + 2.1 914 
eas acc sca ehSA RSs R DN Kee che ee 33 55 55 46 + 5.4 + 4.3 3,544 
Clothing and furnishings, except shoes........................4. 45 51 40 46 —12.9 —12.1 4,142 
ss tec abensbensobeetieeboeescared 39 50 45 46 —1.5 — 8.2 12,677 
ee a re oe. CCS GLa nbbahensss éanesueeeae ee 14 69 58 69 + 3.3 —13.3 4,065 
oh oa ks Since abe ius eeeces ones swek 62 78 73 74 + 2.7 — 2.3 8,207 
ee I ON no. ss sccnccccceesceesespecee 46 71 66 69 + 2.2 — 2.5 5,236 
ca ciss coboss écaneneaseessneesssan 16 90 85 83 + 3.6 —1.9 2,971 
Ne LE LiGLG sins Shen w Sh pes oeeh sv eben enseaneesaed 117 50 46 4a + 1.7 — 4.2 21,782 
eg ee Lek seer oneh anh ee eeee BE 325 79 73 73 + 5.7 + 3.7 24,044 
i Go. cin ccnnurcnctévennnsabbaceeeace’s 22 140 134 130 — 3.4 + 1.7 1,464 
ns vise sks seibees b0nesensdaucconne 61 156 152 153 + 1.7 + 8.7 1,080 
a cscuhouiebeneseauhacda 6 89 78 91 +22.0 +14 1,108 
Furniture and house furnishings.......................-0000005 44 57 54 52 +15.3 + 4.9 5,651 
Groceries and foods, except farm products....................... 614 98 95 94 — 0.1 — 0.3 41,359 
eT I on cink sos kswennesscssseeeenvekaxnee oe 56 187 172 177 + 9.1 + 1.1 6,791 
ens aah ghwdhe shes abe ehnkaGaens un abe 20 105 103 93 — 3.2 +12.0 149 
a I IRIS 00s 030 0 0:0 .0'0's'0 9 06 8000500000000 s0 um 25 102 96 96 —12.6 — 0.2 2,533 
Total hardware DEEL RUSS CES bee saw sbsbesend Saebesensedeeute 419 56 53 53 + 3.7 + 2.6 47,519 
Ne cco bepgensesenkcuseaance ete 149 54 51 50 + 1.8 + 3.0 32,648 
eis ss Seishin abeberenecbbbbkn bacon ee 22 73 67 79 + 6.3 — 0.6 1,152 
Industrial supplies**........ pS ecb bRenGdbes shah eas senneanel 119 63 62 61 + 9.7 — 0.4 6,733 
Plumbing and heating supplies. .........................04. 129 57 55 54 + 7.6 + 4.0 6,986 
oe Sacre Leek aG bsp beck sani ckbedinseko arcs vane eee 39 22 20 21 + 6.3 + 2.9 3,849 
ee oe nO chG dK Kn wp bun 5ue S400 Oepeensoeebe q 54 51 58 +13.7 — 1.3 149 
Lamia mise WHGing Maaberiels. ............-.20.000020.000cececeees 41 75 68 72 +10.7 + 6.7 5,038 
Machinery, equipment and supplies, except electrical........... 55 53 4s 51 — 2.3 + 1.0 2,758 
Surgical equipment and supplies 38 45 44 45 + 4.7 —1.2 1,395 
ean g eRC NES a ebb s vic <> sa 21 82 73 83 +15.3 + 6.2 2,652 
Paper and its products ; 92 62 61 61 + 2.3 — 3.8 6,330 
en ie csi aw on nseees b abekenehSeoas enavab vee 12 95 89 88 + 0.7 + 0.5 2,771 
a on a canesbundbe sie awecween ee 123 125 120 117 + 0.5 + 3.8 8,387 
Ne Ee eae een te ca aew ren 11 41 40 43 —1.4 + 2.7 498 
cle ce ia aebsbebbebbiswhasatabe cannes iuunee 36 100 91 91 0.0 — 8.9 3,353 
DRE a Cece it ae cucty Shudeel auaecce ounce 2,557 76 71 71 + 2.5 — 0.3 227,681 





* Collection percentages areobtained by dividing the collections by accounts receivable for an identical group of firms. 
** This heading also includes distributors of mill, mine and steam supplies. 
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WHOLESALERS’ sales and inventories, by geographic divisions, May, 1939 


Geographic Division 


Kind of Business of firms 
reporting 
sales 


TRUUINOE DOBER. oc vcccccccscctscecceccocssess 
Groceries and foods, except farm products... .. 
Industrial supplies*......... Sesisinnesena cise ¥s 
Plumbing and heating supplies............... 
So al and its products............-+-..+-+++: 
Tobacco and its products.................-++- 


i  . . ..o5 socesecestvese<es 
Clothing and furnishings, except shoes. ...... 
Shoes and other footwear..................++- 
Drugs (without liquor department)........... 


Fresh fruits and vegetables.................-- 
Furniture and house furnishings............ 
Groceries and foods, except farm products. . . . 
Meats and meat products...............---++- 
aL e canes a heb eh ined cas anes Scanned 
NN os ic ava wunseseues'e 
IN. o asucessenssetcecisecs 
Plumbing and heating supplies............... 
Se eee cea ced wince neend ne ea 
Lumber and building materials.............. 
A TEE IID, o.0.05.csccccccasvvececes 
Tobacco and its products 


BORRUIOUTEO SUREB o.oo ccc cccscsevccseeses 
Paints and varnishes 
een and furnishings, except shoes....... 


ry 
ica cud ede epesecked 
Fresh fruits and vegetables.................. 
Groceries and foods, except farm products... . 
Meats and meat products 
Oe is alana ote 
General hardware. .. 
Industrial supplies*........... 
Plumbing and heating supplies... . 
ee a Nia god nk 9 48 
Lumber and building materials.............. 
Machinery, eqpt. & supplies, except electrical 
Surgical equipment and supplies............. 
tals 
an 


ah nie cae ce save cans <anecsetae Nene 
Pa Ne Ce Sika een sec aa 
Tobacco ET MUR a6 6 occ ccc csvaveseece 
Automotive supplies..............-.-...-.-+- 


Dry 

a lin once nen ybcemenne 
Fresh fruits and vegetables................... 
Furniture and house furnishings............. 
Groceries and foods, except farm products... . 
Meats and meat products 
SIE a vic ccce se csvesaascesceners 
RRIGTEE WEIN, oo ncn ccc ccncscccsccccces 
Plumbing and heating supplies... ............ 
Machinery, eqpt. & supplies, except electrical 
Paper and its products.....................- 
Tobacco and its products. 


we Oe ee eee eee eee eee eeee 


Automotive supplies.......................+: 
ree (without liquor department)........... 
y Rae 
NN oo acca cnnedccsn cu nsscees 
Fresh fruits and vegetables................... 
Groceries and foods, except farm products. . .. 
ORIEN, oo cc cc cnccccnccssocccoses 
Industrial supplies®........... 0.0... cc ccc cece 
Plumbing and heating supplies. 
Paper and its products....................... 
Tobacco ana its products 
Rast £ South Central. 
ir eM cua sca ous/isew’ 
NS a ainn aide catcperwe 


Groceries and foods, except farm products. . . . 
General hardware 


Automotive supplies 


Machinery, eqpt. & supplies, except electrical 
Tobacco and its products. 


Automotive supplies 
na ancuecandowencsen ta 
Fresh fruits and vegetables................... 
Groceries and foods, except farm products... .. 
General hardware 





ry goods. 
MII 555s Soncacoscesess seb eadads 
Dairy and poultry products.................. 
Furniture and house furnishings............. 
Groceries and foods, except farm products. ... 
ocd ain. dic wsin'e «0'n00'0 s ovinea's 
eee eee ere 
Plumbing and heating supplies............... 
Lumber and building materials.............. 
Machinery, eqpt. & supplies, except electrical 
ee SE cicnccepareauycntes 
Tobacco and its products...................-- 


























May Dollar Sales 


« Percent change 
May 1939 from 


May 
1938 
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g also includes distributors of mill, mine and steam supplies. 
— Insufficient data to show separately. 


# These Stock-Sales ratios are percentages obtained by dividing stocks by sales for an identical group of firms. 


i 


— 
— 


PWON NE OWN BOSONS 1H 


Cou & Re WO10 


Latttt 
RANSOM OKT Tr ss 
li+ 
~~ 
Llt+ ++11 


tte ett 
+1 ++ 
Soo w@ ro 09 83 


AwHSOnn 
89 Wh 00 90 BS HD HP et NGOS 


pe mt 0 9 ibm ATO Od 09 OD ie 00 He OOO ISI? OW AIRE HOO OS 
= 


i 
sor» 


hbo 
P+1+1 0 FT Ett 


ed 
+4111 b++14+ 


| 
ms 
~ 


t+tt++lt+t¢+ 


LI I+ ll 


to 


mr 
| Som MOS SOM MON AN SH Or m9 SH SOT 


++4+t¢+4 
SeSiohkeeeeaNSwrnvs 
ib 
s o 


++ 
noe 
on 
too 


_ 
SWPP HK POMSSNM SNe. 


— 


gtpettittt 


Om 
aw 


+++ 1+ 
. _ 
PELE Edtet dd bed bb ttte+ it 


Sa Bon ro 
a 


+++ 
ee OT O00 
BE no no we c9:m 29. Soto NI HT GH 29 9 99.90 Ning] em nme 19; 


++/1/11+ 
29 9h BO Hh 09 BOON S SO9EN LI mt yh G9 S NO rm re 


+4++1+ 
a8~ 
L++++1 11 +1 


DO 


Boor 


— 


+t+4+t4+++ | 
RosSe 


© wm ox 00 
PI+UL ttt tee +1 bette 


as 


LiF IFIP Ltd i bbe b+++ 
@ bo cers 


$+t++++4+4++ 
8 ro 20 20 


+4+4+4++ 
bh = 
OPM DWNONSNWSOM 
WOM WOODS 00 SI tm OHO SID IOI Te 


++14141441 | 


—=— 
COI OOM Soot 





het 09 dhe BD OF CO OO BD BDO 00D DO IO OWN OD NNN ANAND WODD 


++) 4444444+4+4+444+ 


++/1 111+] 


ann 
to 
bd 


End of Month Inventories (Cost) 


Percent change 
May 1939 from 


- 9 
April , 
1939 (000’s) 






$7,109 
,452 
861 
851 
371 
181 
146 
36,893 
969 
508 
1,411 
1,116 
3,673 
4,318 
51 
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Stock-Sales Ratio# 
May May April 
1939 1938 1939 
122 157 154 
114 117 157 
156 175 186 
230 374 284 
251 298 281 
132 157 140 

44 50 52 
131 150 147 
252 324 270 
201 273 149 
214 210 236 
177 189 191 
256 313 288 
105 125 125 

15 17 22 
193 186 207 
135 136 148 

29 32 34 

18 17 20 
265 310 343 
190 242 200 
144 193 160 
439 517 415 

72 101 110 
135 143 144 

50 60 53 
157 190 183 
236 314 269 

96 150 188 
190 193 204 
191 247 253 
112 138 130 

44 49 51 
144 156 155 

40 37 45 

25 25 30 
253 281 300 
205 312 255 
227 297 304 
297 394 284 
138 212 226 
131 210 185 
130 160 139 
260 428 300 
154 190 165 

50 51 56 
176 202 192 
257 321 267 
259 317 305 

95 123 120 

37 39 44 
164 225 225 
164 178 179 
258 298 264 
200 192 205 
156 258 284 
175 272 230 
348 414 336 

48 53 48 
151 170 171 
210 236 211 
200 230 208 
255 361 334 
109 126 132 

29 31 32 
145 152 170 
302 392 353 
288 330 319 
154 176 178 
185 214 171 

48 55 51 
184 233 207 
244 316 267 
103 156 127 
145 162 163 
229 289 262 
212 224 229 
207 217 230 
287 332 309 
122 117 149 
164 159 172 
261 292 264 
468 601 688 
172 208 198 
309 356 328 
101 125 126 

17 12 17 
168 193 199 
259 352 294 
184 217 200 
242 275 262 
301 360 318 
134 156 144 

73 73 68 

168 188 181 
334 438 381 

181 222 214 

142 158 144 

174 239 204 
222 266 237 
369 422 375 

79 72 64 
























WHOLESALERS’ accounts receivable and collections, by geographic regions, May 1939 
Collection Percentages* Total Accounts Receivable 


Kind of Business and Region May 


New Fngland 
Electrical goods 
Groceries and foods, except farm products. 
Industrial supplies** : 
Plumbing and heating supplies 
Tobacco and its products 
Middle Atlantic 
Automotive supplies 
Clothing and furnishings, except shoes 
Shoes and other footwear 
Drugs (without liquor department) 
Dry goods 
Electrical goods 
Fresh fruits and vegetables. . 
Furniture and house furnishings 
Groceries and foods, except farm products 
Meats and meat products 


L++1++1++ 


POMP OP NWI ROM ENO Om LS 


++t4+ 


Heavy hardware 
Industrial supplies** . 
Plumbing and heating supplies 
Jewelry : 
Lumber and building materials 
Surgical equipment and supplies 
Metals 
Paper and its products 
Tobacco and its products 
East North Central 
Automotive supplies 
Paints and varnishes 
Clothing and furnishings, except shoes 
Drugs (without liquor department) 
Dry goods 
Electrical goods 
Fresh fruits and vegetables 
Groceries and foods, except farm products 
Meats and meat products 
General hardware 
Industrial supplies** . 
Plumbing and heating supplies. 
Jewelry f 
Lumber and building materials. . . 
Machinery, equipment and supplies, 
Surgical equipment and supplies 
Metals 
ene its products 
Tobacco and its products 
West North Central 
Automotive supplies 
Dry 
Electrical goods 
Fresh fruits and vegetables. .................seseeeeeeeeeee 
Furniture and house furnishings 
Groceries and foods, except farm products 
Meats and meat products 
General hardware 
Heavy hardware 
Industrial supplies** . 
Plumbing and heating supplies... : 
Machinery, equipment and supplies, except electrical 
Paper and its products 
South Atlantic , 
Automotive supplies 
Drugs (without liquor department). ........................ 
Dry goods 
Electrical goods. 
Fresh fruits and vegetables 
Groceries and foods, except farm products 
General hardware. 
Industrial supplies**. . 
ne and heating supplies 
ao and its products. 
Tobacco and its products 
East South Central 
Dry goods 
Electrical goods 
Groceries and foods, except farm products 
General hardware 
West South Central... 
Automotive supplies 
Dry goo 
Electrical goods 
Groceries and foods, except farm products 
General hardware . ; 
Machinery, equipment and supplies, except electrical... .... 
Tobacco and its products 
Mountain : 
Automotive supplies 
Electrical goods 
Fresh fruits and vegetables 
Groceries and foods, except farm products 
General Hardware 
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5. 
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3. 
8. 
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2. 
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2. 
2. 
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A. 
0. 
19. 
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8. 
8. 
8. 
5. 
6. 
Ry 
4. 
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5. 
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0. 
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Automotive supplies 
Shoes and other footwear. 


POSS SEAS 


os 


Groceries and foods, except farm products 

Meats and meat products 

Wines and spirituous liquors 

General hardware 

Industrial supplies** 

Plumbing and heating supplies 

Lumber and building materials 

Machinery, equipment and supplies, except electrical. ...... 
ee and its products 

Tobacco and its products 
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* Collection percentages are obtained by dividing the collections by accounts ivable f identi \ 
SrAtbe CoubaiaiNG MBSE" Nor eancd tae NEO. m1, Ye; aide Atma 4, 8x, Pa Fa 
7 , : New —(Conn., Me., Mass., N. H., R. I., Vt.); Middle Atlanti .J., N. Y., Pa.); —(Il., ., Mich., 
Ohio, Wise.); West North Central—(lowa, Kane, Minn. Mo, Nebr, N. Dak, 8. Dak.); South Atlante (Dol. DG. Ps he ney ae Ca a ae nt ag ich 
East, South Central—(Ala., Ky., Miss., Tenn.); West South Central—(Ark., La., Okla., Texas); Mountain—(Ariz., Colo., Idaho, Mont., Nev., N. Mex., Utah, Wyo.); 
aci /al., +» Wasd.). 





